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End of Civil War in China 


With the city of Canton and the 
province of Kwangtung having finally 
passed under the full control of the 
People’s Government of China the 
Chinese civil war is nearing its end. 
What follows now is mopping up by 
the People’s army of the remnants 
of the KMT forces scattered in south- 
western parts of China. China Proper 
is now ruled by the new government 
which was formally’ established in 
Peking on October 1 and which has 
been recognised by a number of 
toreign governments de jure with fur- 
ther recognitions by Western European 
governments and the USA only a mat- 
ter of short time. 


After about 3 years of destructive 
civil war the KMT has been utterly 
defeated and this once respected na- 
tional party stands discredited before 
its own people and the world at large. 
The victory of the Chinese Communist 
Party is complete and the support of 
the masses is secure and its rule over 
China is undisputed. The CCP is fully 
entitled to speak in superlatives of its 
and the People’s army achievements and 
no foreign observer, except those 
blinded by fear and _ hatred of the 
communists, can and should deny the 
CCP admiration for their achievement. 
A new and very vigorous spirit per- 
vades the Chinese nation, the belief 
among the- masses that a new era of 
greatness of China is breaking appears 
widely held, hope is springing among 
the younger generation, there is a most 
necessary revival of moral virtues in 
public and private life, joy over the 
end of the long drawn out civil war 
is becoming a force of creativeness, 
and the common people are looking 
naively but enthusiastically to the 
CCP for inspiring leadership. 


Peace is again in the land. Now the 
long awaited task of rehabilitation 
which has promisingly started in 
North China and Manchuria is about 
to begin in all seriousness. The new 
civil servants are people of high in- 
tegrity and devotion to an ideal, they 
have guts and zest, mostly coming 
from the hard school of Yenan where 
self-sacrifice had been taught to them 
and where the faith in a new China 


but the process of healing 


was nurtured until history has proved 
it correct. There is possibly a lack of 
scientifically trained administrators, 
technicians and educators among the 
men of the new regime, they are liable 
to commit errors over errors but they 
are willing to improve, to learn, to 
serve and to uphold public morality. 


By Western standards life in China is 


and will remain primitive for a long 
time; the burning desire of the refor- 
mers and revolutionaries to transform 
China into a more modern and effi- 
cient, an industrial and ‘strong’ nation 
is bound to meet with disillusionment. 


Progress will be slow but there will be 
progress 


everywhere. The _ scars of 
the civil war will not heal in years 
and re- 
cuperation has_ started. China is 
again on the up and up. 


Foreigners cannot but take a positive 
attitude vis-a-vis the new  develop- 
ments in China. The communist led 
revolution in which a multitude of 
progressive and genuinely democratic 
parties, movements, groups and lead- 
ing national personages participated 
has been crowned by full success only 
because it was carried by the will of 
the people. Although the new govern- 
ment is basically totalitarian and 
pledged to the eventual establishment 
of a communist society its present 
composition is more democratic than 
anything witnessed in China’s history 
and its performance so far is truly 
popular in the best sense of the word. 
If ever there was a rule in China 
which represented the will of the peo- 
ple it is the present government. This 
government is still very young and it 
will'take a long time to judge _ its 
merits in the light of its deeds but 
there is much international good will, 
even among the denounced ‘imperialist’ 


governments, and expectation of 
smooth sailing of the Chinese ship of 
state. 

The close. political association of 


Peking with Moscow is understandable 
at the moment; nobody else but the 
Soviets rendered help to the Chinese 
communists during the years of dark- 
ness following the split in the KMT in 
1927 and when the final showdown 
commenced, in 1947, it was again Rus- 
sia which, surreptitiously and indirect- 


ly, supported revolutionary China. As 
soon as the Peking government has 
assumed full authority in the vast 
country the bonds with Russia which 
have been growing over many years, 
created by dire political necessity 
rather than affection and common in- 
terests, may show significant ruptures. 
The very un-Chinese manner of 
adulation of the Russians—being after 
all another group of very successful 
and imperialistically aggrandising Eu- 
ropeans—is already alienating from 
the Peking government the sympathies 
of the Chinese intelligentsia and the 
unending propaganda blasts praising 
the Russians into the high skies and 
furiously calumniating the Anglo- 
Americans, only yesterday regarded 
as genuine friends of the Chinese, may 
have an entirely different end-effect 
from what they were supposed to 
achieve. As normal economic life re- 
turns to China and rehabilitation sets 
in, the necessity of cooperation with 
the Western world will become very 
obvious even to the most stubborn 
‘red’ dogmatists. The bridges with the 
West are intact, they may need some 
reconstruction and modernisation but 
they are here and they will be used, 
by the Chinese and by the foreigners, 
Soviet Russia will, even if she is able 
to take part in China’s commerce and 
industrial development to a greater 
extent than was witnessed in the past 
or is possible in the near future, not 
be accorded privileged position in 
China and she will certainly come up 
in China against very effective com- 
petition from the industrial nations of 
Western Europe and America. 


The new China is not bent on isola- 
tionism, on building an autarchy, on 
turning to the USSR and its satellites; 
intercourse with the advanced coun- 
tries of this modern world is desired 
by the Chinese people who stand to 
gain from more intensive trade with 
the West. As long as China under the 
Peking regime _ proves its willingness 
to cooperate and desists from attempts 
at interferences beyond the country’s 
borders—which may if at all only be 
contemplated at the behest of Moscow 
for purposes entirely unconnected with 
if not opposed to Chinese national in- 
terests—the basis for peaceful and 
mutually prosperous pursuit of life is 
sound. 
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Hongkong’s State 
of Emergency 


_ That there is a state of emergency 
in Hongkong is hardly noticed by the 
citizen except for the larger number of 
soldiers and sailors one encounters in 
the streets and in public places espe- 
cially towards the end of every week, 
and for increasing house and land 
requisitioning by the armed forces, 
Several ordinances have ‘however 
recently been enacted or otherwise 
amended so as to suit the occasion, ie. 
to prevent and if necessary combat the 
signs of internal unrest. The public 
is wmeoucerned about the addition to the 
stabute book of this emergency legisla- 
tion trusting and expecting that no un- 
toward incidents are planned by the 
local chapter of the CCP, in fact, it is 
menerally believed here that all mili- 
tary preparedness and enactment of 
emergency legislation will eventually 
prove to have been entirely unnecessary. 

The state of emergency while not 
officially described so does exist and 
there are frequent reminders that the 
British and the local governments are 
fully aware of potential danger to the 
peace and order of the Colony. For 
many months past now, ever since the 
People’s army crossed the Yangtzse and 
occupied practically undefended Nank- 
ing, a state of suspension and apprehen- 
sion has prevailed here. When Chiang 
Kai-shek went into retirement, last 
January 21, the eventual collapse of 
KMT vesistance was of course a fore- 
gone conclusion with doubts only 
expressed as to the cessation of fighting 
and the degeneration of the KMT-CCP 
war into guerilla operations conducted 
by ‘Chiang Kai-shek from the Taiwan 
fortress. 


Hongkong looked on, appeared neu- 
tral and was anxious only to maintain 
commercial relations with China irres- 
pective of the authority wielded in this 
or that articular area of suffering 
China. But questions were asked here, 
with increasing anxiety after the liber- 
ation of Shanghai, with regard to the 
ultimate intentions of the new masters 
of China in international affairs, Par- 
ticularly the known ambition by ultra- 
nationalists in Kwangtung and a viru- 
lent group of ‘retrocession’ cam- 
paigners in Canton made local residents 
feel uncertain about the future of 
Hongkong. If the traditional irredenta 
in Kwanegtung, always clamouring for 
incorporation of Hongkong and Macau 
into the ‘fatherland’, was to receive 
official blessing from the new People’s 
government, the prospects of peace in 
this part of the world were dim indeed. 
So it was argued here, and London was 
immediately harangued to make unegul- 
vocal statements as to the position of 
Hongkong. Such stabaments ‘were 
eventually made and in order to dispel 
any dowbts about the seriousness of the 
position and also to prove that Britain 
meant what she said and was able to 


- defend her interests all over the globe, 


considerable numbers of the army, the 
navy and the air force were dispatched 
to Hongkong with further military sup- 
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port looming in the neighbourhood 
(Singapore and Malaya) while at the 
same time negotiations were conducted 
between Britain and the US as to the 
co-ordination of military efforts in case 
of an emergency involving Hongkong. 


Tne victory of the. CCP in the civil 
war of China, which was always anti- 
cipated to come to pass, has created 
the present state of emergency in 
Hongkong. Hardly anybody suggests 
that even the most victory flushed army 
under communist direction will engage 
in any act of aggression against Hong- 
kong but there is some apprehension 
about fifth column tactics aiming at the 
softening up of the defence and the 
spirit of defence of Hongkong. It may 
all prove eventually nothing but jitters 
caused partly by the boomerang of anti- 
red propaganda which has been exag- 
gerating the bogey of the ‘red peril’ 
until the scarecrow showed signs of veal 
life. The facts today are however clear 
and whey are that defence preparations 
on a large scale, both here and in South 
East Asia, have been resolutely taken 
and that, with or without public admis- 
sion of a state of emergency -in this 
part of the world, such a state of smer- 
gency exists. 


Fortunately for the business and all 
other interests of the community the 
effects of the emergency are hardly felt; 
in one way or the other materially 
beneficial results accrued to certain 
sectors of the local business world (e.g. 
some 30,000 men in the army apart 
from navy men are spending around $5 
to 6 million every month for entertain- 
ment, purchases etc.) although the 
requisitioning of many premises in 
town and country has retarded the pro- 
cess of new construction. The effects 
of the civil war were felt however very 
acutely by the renewed waves of immi- 
grants which development may turn 
soon into its reverse after the new 
regime has established law and order 
in the neighouring province. Inciden- 
tally, the immigrants from north, cen- 
tral and, recently, south Ching have 
actually contributed to the material 
progress of life in this Colony and local 
citizens should be thankful for the 
many windfalls which the civil war blew 
across the border. 

The duration of the «emergency—that 
is to say the continued presence of large 
armed forces in the Colony and the 
existence of emergency legislation—is 
very undetermined. Its termination 
depends on normalisation of Anglo- 
Chinese diplomatic and other re- 
lations which can only be expected 
after de jure recognition of the new 
Chinese government at Peking. ‘T'hat 
this recognition will not long be with- 
held is obvioug but even then it remains 
to be seen whether the British Govern- 
ment will be satisfied with Peking’s 
official attitude via-a-vig Hongkong. 
There is a lingering susnicion vhat 
Peking may be constrained to abide, 
for the time being, by its Moscow ally 
and as international relations are as 
difficult ag before and no rapprochement 
between the two world contestants is 
discernible at the present moment, it is 
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logical to assume that the Peking 
government will not be concerned about 
the peace of mind of London and will 
thus try to be as evasive as possible 
when it comes to the question of 
Hongkong, Although there should not 
be any ‘question’, the stark facts can- 
not be overlooked; it is certainly not in 
the economic interests of the People’s 
government of China to cause any 
friction with Hongkong, that means the 
British Commonwealth, but political 
considerations may counsel to adopt a 
different attitude and to embark on a 
policy of disruption, embarrassment and 
enforced prolongation of the emergency. 
If one takes a more sanguine view of 
possible developments the present state 
of emergency may be called off by 
mutual agreement between London and 
Peking and the ‘ question of Hongkong’ 
be deferred for future discussion among 
friends. Common sense should ulti- 
mately prevail in Anglo-Chinese rela- 
tions, both races being dstinguished 
among others for this quality of mind. 
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The New Government 
of China 


The new central government of 
China was established on October 1, in 
Peking (the renamed ancient capital 
until recently known as Peiping), after 
the Chinese People’s Political Consulta- 
tive Conference (PCC) enacted the 
organic law of the ‘Central People’s 
Government of the People’s Republic 
of China’. The POC was composed of 
members of the CCP, the People’s Liber- 
ation army, various political parties 
and groups. The PCC exercises the 
powers of a national congress pending 
general elections in the country. The 
Central People’s Government (chairman 
Mao Tze-tung) rules the country 
together with the Central People’s 
Government Council (composed of 49 
members). State affairs are to be 
handled by the ‘State Administration 
Council’ of which Chou En-lai is chair- 
man (equal to premier in a cabinet). A 
“Common Program’ written up by the 
POC was adopted by the Government 
as its policy; this ‘Program’ deals with 
all aspects of domestic and foreign 
affairs, The new capital is Peking, a 
new national flag (red with 5 yellow 
stars), emblem and anthem were 
adopted and the previous Chinese time 
reckoning abandoned with the Chris- 
tian calender being introduced in all of 
China. 

Hongkong’s reaction was favourable 
not only among communists, members 
of the various ‘third parties’ and 
political groups which have joined in 
the PCO and the Government Council, 
but also among the European and 
Chinese business world. It is recog- 
nised that wide circles of Chinese poli- 
tical and economic interests have sup- 
ported the new government and that no 
other effective authority exists today 
in China or is likely to emerge in the 
forseeable future. Tihose business 
interests which are not in favour of a 
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communist guided policy nevertheless 
do not withhold their support from the 
new government trusting that tradi- 
tional counsels of moderation and of 
the ‘way of the golden mean’ together 
with the realisation of the necessity of 
co-operation between Ching and the 
non-communist Western nations will 
preclude the revolution from gaining 
too rapid momentum. 


What political opposition there. is and 
may be shaping in the near future 
can only emerge from within the 
government. Diverse and divergent 
interests have been moulded into one 
central government, contradictory in- 
fluences have been apparent already 
before the political unification of China 
proper has been achieved and at a time 
when the civil war, though on a very 
veduced scale, is still being waged. 
There is no suggestion of a possible split 
within the present government; the 
Government Council, the supreme body 
of control and direction of national 
affairs, although composed of persons 
of the most varied and even contradic- 
tory background, presents a picture of 
unity especially at the moment of the 
great triumph of victory over the KMT. 
But the seeds for ‘reforms’ in the 
Government Council are all too obvious 
when perusing the list of members, In 
the final analysis it is the Communist 
Party which holds together all centri- 
fugal interests and it is this Party’s 
strength and high degree of ability 
which has attracted so diverse a crowd 
of politicians and more or less self- 
styled national leaders as are repre- 
sented in the Government Council. It 
will also be the Communist Party 
which, when signs of political competi- 
tion, jealousy and ambition become too 
glaring, is bound to interfere with an 
iron hand and call to order if not to 
eliminate by approved methods any 
threat to the slow but nevertheless irre- 
vocable program of socialisation of the 
country. It is a question merely of as- 
tutely discerning the moment for throw- 
ing overboard more and more ‘New 
Democracy ’ jetsam which confronts the 
CCP’s Politburo in guiding the new 
government on its course. Provided 
that there is considerable opposition tc 
the pushing of socialisation, which 
means liquidation of private enterprise, 
and that popular following of non-CCP 
members of the Government Council 
proves very potent, the Politburo may 
softpedal and shelve its too revolution- 
ary program. 


In matters of foreign affairs the new 
Chinese government will speak with a 
voice which must and will be heard. 
Peking emphasises, exactly as Nanking 
did ad nauseam, that China demands 
from foreign nations the observance of 
‘the principles of equality, mutual 
benefit and mutual respect of territorial 
integrity and sovereignty’. Nothing 
can meet with more genuine apnroval 
by foreign governments and nationals 
than the observance of these enunciated 
principles by -the Chinese government 
and by its nationals. By all means let 
there be ‘equality, reciprocity and 
mutual respect’. Beyond all words 
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and solemn declarations of principles it 
remains today as always it was: Ye 
shall know them by their fruits, And 
thus one is hopefully watching here 
what happens across the border in that 
great country of ‘475 million popula- 
tion and 9,597,000 square kilometres of 
national territory’. 
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Collapse of “Blockade” 
of Chinese Ports 


The KMT blockade of Chinese ports 
held by the communist regime has 
been entirely ineffective as far as 
ports north of Shanghai are concern- 
ned and recently so-called blockade 
runners entering Shanghai with full 
foreign cargoes and leaving that port 
equally well loaded with China pro- 
duce and manufactured goods (mostly 
cotton textiles) have become so fre- 
quent that one can speak of the com- 
plete failure of the blockade which 
has been officially described by the 
KMT as ‘port closure’. Foreign govern- 
ments have never recognised the KMT 
blockade and _ protests have been 
handed in at the Nationalist Foreign 
Office while it was still functioning in 
Canton. A few interceptions were 
made by KMT naval ships but usually 
ships detained or interrogated could, 
with or without KMT naval permis- 
sion, continue on their course. 


With the expulsion of the KMT 
army from Kwangtung and the pass- 
ing of Canton under the control of the 
new Chinese regime the collapse of 
the blockade, or what pretended to 
be one, is evident. There are a few 
neval and air force units stationed on 
Taiwan which may continue to harass 
ocean communications with Shanghai 
but these nuisance raids will soon be 
discouraged by the radical change in 
the political and military situation in 
South China where KMT resistance, 
to all intents & purposes, has come to 
an end. Defections from KMT navy 
and air force are the order of the day 
and few commanders can now rely on 
their men to carry out orders; deser- 
ters are growing in numbers (Hong- 
kong is receiving its full share of KMT 
naval and air force deserters). More 
foreign shipping lines are now run- 
ning their ships to Shanghai while sea 
communications with North China are 
of course carried on as a matter of 
routine. Within another month sche- 
duled Shanghai runs should again be 
possible. 


The authorities in Shanghai did 
not foresee the collapse of the KMT 
port blockade at such an early time, 
they prepared for a protracted emer- 
gency and took steps to organise 
economic life of Shanghai and its 
hinterland with a view to making 
themselves more or less independent 
of the flow of foreign trade. The Jatest 
military developments in South China 
which culminated in the practically 
unopposed occupation of Kwangtung 
have destroyed what fighting spirit 
there may have been in the KMT 


army and with it the scheme to 
blockade the China coast from Taiwan 
naval and air bases has been exposed 
as a bluff. The sea and land com- 
munication system of Shanghai which 
was elaborately built up during the 
last three months while the bogus of 
the blockade appeared real and dan- 
gerous is now being rearranged and 
normalised; no longer is it necessary 
to transport to and from Shanghai 
native produce and foreign commodi- 
ties via Tientsin or other smaller ports 
north of Shanghai (the heavy railway 
traffic Shanghai-Tientsin is bound to 
return to normal and the 50% freight 
rate reduction on this railway for 
most China produce may be abolished; 
at the same time the importance of the 
recently opened through truck service 
between Shanghai and Peking while 
still a remarkable achievement will be 
reduced as far as China’s foreign trade 
is concerned). The many plans of ad- 
justing Shanghai’s industries to the 
emergency created by the blockade 
can now be scrapped and_ industrial 
evacuations, schemes to produce with 
the aid of increased domestic raw 
material production, large-scale dis- 
persal of factory labour etc. can be 
discontinued. 


Life in Shanghai is bound to assume’ 
normal appearance within a few weeks, 
the resumption ‘of large business with 
foreign countries, resurgence of indus- 
trial operation and a higher rate of 
employment are just around the corner. 
The virtual de-requisitioning by 
the authorities of all ships can now 
be expected and thus. coastal and 
inland water communications will 
again be normalised. To counteract 
the anticipated but never materialised 
ill effects of the blockade of Shanghai 
the Shanghai City Govt had previously 
established a Shipping Administration 
(under its Navigation Bureau) which 
controlled all boats and _ steamers 
operable in the Shanghai district, re- 
quiring ship owners to transport es- 
sential cargo tonnage wherever 
ordered by the authorities. Even the 
fishing fleet was put under transport 
control and it proved valuable in 
carrying out its assigned jobs connect- 
ed with assisting in the loading and 
unloading of cargo from foreign and 
Chinese owned larger coastal vessels. 
Domestic transport was greatly deve- 
loped during the last few months as 
one of the methods to counteract the 
supposed adverse effects of a protract- 
ed KMT port blockade. 


Hongkong traders and_ shippers 
never believed that the KMT blockade 
would last or would be effective in 
any serious way. Protests by British 
interests were repeatedly made 
and recently American firms have 
joined in appealing to their govern- 
ment for assistance when several US 
ships were held up by KMT naval 
patrols. Now, the Colony’s traders 
are getting ready for a real trade 
boom with China; not only is business 
with Kwangtung about to start on a 
large scale after Canton has been taken 
over by the ‘ever victorious’ People’s 
army but regular shipping with 
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Shanghai will shortly be resumed. 
Enormous stocks of commodities have 
piled up’ here waiting for delivery to 
the Chinese customers and in Shang- 
hai large quantities of native produce 
and a variety of manufactured goods 
destined for export to Far Eastern 
countries are waiting for the oppor- 
tunity to be loaded on_ ships, thus 
making room for new cargo entering 
the Shanghai warehouses and  en- 
couraging export production in Central 
China’s factories and farms. Among 
the leading beneficiaries of the re- 
sumption of Shanghai’s foreign trade 
will be Hongkong. The trade returns 
of the Colony for the last quarter of 
this year will graphically tell the story 
of the stepped-up boom which is 
about to commence now after a period 
of already highly satisfactory trading 


results with China’s communist ad- 
ministered areas, 
2 2 s 


The Situation in Tientsin 


When the People’s government moved 
into the principal cities of North China 
towards the end of last year and took 
over the administration of the ancient 
capital of China, Peking, and the second 
largest industrial city in China, Tien- 
tsin, there were some anticipations of 
possible failure on the part of the com- 
munist authorities in the carrying out 
of their new and unaccustomed duties 
of administering large urban areas. 
After a few months of trial and error 
and some excesses, especially on the 
part of unorganised labour, life in 
in North China’s cities is getting more 
normal, economic conditions generally 
have become stable, foreign trade is 
flowing, manufacturing in the majority 
of plants is uninterrupted and _ the 
population appears satisfied with the 
new regime. 


Political opposition is non-existent, at 
least there is nothing to be seen or 
heard of it publicly. The wealthier 
section of the inhabitants of Tientsin 
is not yet reconciled to the changed 
conditions of life and is apprehensive 
ofi the intentions of the Peking govern- 
ment once full control over the country 
has been established and the K‘MT' mili- 
tary remnants dispersed. A progressive 
program of socialisation must be ex-- 
pected and capitalists do not deceive 
themselves about the relatively short 
duration of the era of ‘New Democracy’ 
—the official propaganda sees to it that 
nobody loses sight of the ultimate goal 
of the CCP which is uncompromising 
Marxism. However, for the time being 
opposition to the communist regime 
remains silent, probably having neither 
the means nor the courage to challenge 
the ‘new masters’. There is a vague 
and utterly unrealistic hope  enter- 
tained by the opposition which visua- 
lises the outbreak of the third world war 
within a short period of time and the 
then rapidly following invasion of 
North China, from Korea and from the 
sea, by American forces which will 
establish a new and more congenial 
regime. What men are to form this 
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regime of the future is unclear but 
there ig little sympathy with the KMT 
clique which has so badly ruled in the 
past, has despoiled the good name of 
China, enriched itself and proved its 
lack of vision in the current fiasco of 
then ‘anti-bandit suppression cam- 
paign ’—as the KMT used to refer to 
the civil war which has now resulted 
in the wiping out of any tangible mili- 
tary resistance by the still supposedly 
KMT' loyal armies. To all unbiased 
observers, Chinese and foreigners, in 
North China it appears fantastic to 
visualise the overthrow of the commun- 
ist regime in China; the CCP has come 
to stay and to rwle, there is no opposi- 
tion in existence worthy of this name, 
the support of the vast majority of the 
urban and rural population is evident, 
the record of administrative achieve- 
ment is encouraging for further politi- 
cal consolidation of the regime and its 
gaining of popular credit. 


As a result of the ‘blockade’ of 
Shanghai by the KM'T navy the port of 
Tientsin has experienced boom condi- 
tions; an enormous volume of trade, 
largely for and from Shanghai and Cen- 
tral China, has passed through Tientsin 
and in addition the requirements of 
North China’s industries have necessit- 
ated large-scale importation of raw 
materials. China produce in great 
quantities has been shipped abroad, to 
Hongkong, the US, Japan and other 
overseas destinations. Ag trade is 
prospering other economic activities in 
the city and its hinterland are develop- 
ing favourably, 


Foreign exchange is realistically con- 
trolled by the Bank of China who esta- 
blishes daily rates in accordance with 
the technical money position and 
foreign trade requirements. There is 
a small black market dealing mostly 
in US$ (notes and to a lesser degree in 
drafts and free funds in New York). 
The black market rates are usually the 
same as those of the Bank of China but 
it also frequently occurs that the black 
market quotes below the official rates. 
Last week’s official rate for T'T New 
York was PIB$ 4500 while U'S notes and 
drafts were bought by the Bank at PB$ 
4200 per UiS$1. The black market 
quoted however only from PB$ 4,000 to 
4,100. The Bank of China only buys 
exchange while, sales are effected to 
approved and authorised applicants 
such as importers, shipping and insur- 
ance companies. The black market 
caters however to buyers only; persons 
who wish to transfer part of their 
savings or current earnings to foreign 
countries can only find cover through 
black market operators who obtain 
their funds (mainly US notes) from 
private holders now being compelled to 
sell part of their foreign currency 
savings or otherwise feel that it is too 
risky to hold forign exchange after the 
deadline for its surrender to the 
People’s Bank of China has long ago 
expired. Individuals and firms possess- 
ing or earning foreign exchange obtain 
better rates, in PIB$, from the Bank of 
China and as a _ consequence 
resources of the black market are bound 
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to dry up within a short time. Trade 
and financial conditions in communist 
controlled China are as yet very dis- 
parate and accordingly different ex- 
change rates are being officially an- 
nounced in Tientsin and Shanghai, the 
first city usually quoting US and Hong- 
kong exchange higher than Shanghai 
as a result of the heavy volume of 
foreign trade passing through Tien- 
tsin, 


The exchange holdings of the Bank 
of China (as the People’s Bank agent 
for foreign exchange dealings) are sup- 
posed to be low but adequate to finance 
essential imports. The new regime’s 
economic experts are anxious to con- 
trol trade in such a manner as to 
ensure if not g favourable balance so 
at least to prevent the emergence of 
a deficit on foreign trade account. 
The import needs of China being obvi- 
ously so vast and the necessity to reha- 
bilitate an economy weakened by 8 
years of foreign and civil war so press- 
ing, the present policy of balancing 
payments for imports and exports, 
while theoretically sound, must retard 
recovery and impose hardships on the 
population who have to go without the 
major and minor amenities of life 
which” largely the consumption of 
foreign commodities provided in the 
past. The majority of the people how-- 
ever were not used to buy foreign mer- 
chandise anyway so that the decline in 
stocks of foreign consumer goods and 
the inability to replace them hits only 
a small segment of the city population 
and this counts for nothing under pre- 
sent circumstances. The Peking gov- 
ernment has of course very good justi- 
fication for its stringent trade program 
which virtually eliminates from import 
so-called unessential consumer goods; 
the earnings from export proceeds are 
limited and until there is a conspicuous 
rise in Chinese exports the government 
cannot afford to release exchange re- 
serves which are to be held for special 
oe eet besides these reserves are: 
small. 


One of the important purposes of the 
utilisation of the Peking government’s 
exchange funds is the purchase of in- 
dustrial] plants in the Tientsin area 
from foreign owners, Many ifactory 
owners of foreign nationality have 
found it no longer profitable to operate 
their plants and they are ready to sell 
provided that a reasonable price is paid 
and the consideration is transferred to 
an account in a foreign country; alter- 
natively a sales contract is to be made 
providing for the shipment of China 
produce ox manufactured goods to a 
foreign destination without the obliga- 
tion to surrender the proceeds to the 
Bank of China. Under the KM'T' rule 
no factories, or for that matter any 
commercial enterprise, were permitted 
to close down and _ dismiss workers, 
even if operation entailed losses the 
KMT authorities did not change this 
most illogical measure thus abrogating, 
in fact, the basis of free enterprise. 
After the communists took over, the 
right of management to curtail opera- 
tion, close down and send workers away- 
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was restored but about 6 months’ 
wages, on the whole, had to be paid to 
such workers as severance pay. In 
many cases, involving mainly foreign 
-owned factories and other firms, 
workers took direct action and deman- 
ded high amounts of severance allow- 
ances, at the same time inflicting 
certain indignities on the managers and 
other executive staff members. When 
the new government had established its 
various labour controlling and directing 
bureaus the situation was improving 
and so-called direct action was strongly 
discouraged; nevertheless, management 
had in every case of closure or part 
suspension of enterprise to recompen- 
sate dismissed workers. 


The question of selling of foreign 
owned industrial plants in Tientsin 
ars more hopeful than in any other 
Chinese cities. The Peking govern- 
ment may, through one of its agencies, 
purchase directly or private Chinese 
concerns, with some financial assis- 
tance from the government, may take 
over. Foreign owners feel discouraged 
about the prospects of profitable -work- 
ing conditions; many plants are shut 
down at the present moment and taxes 
and overheads, reduced though still 
tangible, are a drain on the resources 
of such factories. The best solution to 
the present situation is the sell-out, 
Real estate holders would also, in 
many instances, like to sell their pro- 
perties provided that the consideration 
was transferable to foreign account 
but there is no hope that officially such 
transaction is possible. Only in the 
case of useful manufacturing industries 
the government may expend foreign 
exchange or otherwise permit the full 
retention of export proceeds of specified 
commodities in order to secure foreign 
owned factories for state operation or 
tor private Chinese owned operation. 
In the latter case overseas Chinese who 
intend to return to their country would 
receive privileged treatment as it is the 
nolicy of the communist government 
to attract as many as possible overseas 
Chinese whose capital (abroad) and 
higher degree of efficiency and better 
education, compared to the majority 
of Chinese, are appreciated. 


‘Far-seeing foreign property owners 
have tried, long ago, to pull out of 
China but fixed investments cannot be 
disposed of in times of emergency— 
and such times have prevailed in China 
over many years past. There is some 
anti-foreign discrimination in North 
China’s cities though officially the 
foreigner and Chinese are treated alike. 
Capitalists, of whatever racial or 
national origin, are not exactly the 
type of citizens the new state likes but 
temporarily they fulfil a useful role 
which is recognised as inevitable until 
the backward economy of China attains 
@ more advanced stage. But native 
capitalists are preferred to the foreign 
variety and, in spite of this state of 
affairs being officially denied, as a 
result of this situation the desire by 
foreign factory owners, among other 
foreigners, ig understandable notwith- 
standing the generally (among foreign- 


ers) expected favourable future of 
China’s economy. Private enterprise, 
anyway, has a limited span of life in 
‘red’ China and foreign owned private 
enterprise, particularly seeing over- 
seas more remunerative chances, is 
therefore anxious to start a new life 
under more congenial conditions, 


* * * 


An Experiment in Rural 
Advance in China 


The Shantan Bailie School in Kansu 
Province of China is a significant de- 
velopment in training for rural leader- 
ship, in education in the promotion and 
management of co-operatives, and in the 
development of agricultural skills and 
techniques required for small-scale 
industries. The Shantan Bailie School 
was estsablished by the Chinese Indus- 
trial Co-operative Movement, a village 
movement aimed at bringing about 
economic and social reform in China by 
peaceful and democratic methods. ‘The 
School is located in the village of Shan- 
tan in the northern part of Kansu Pro- 
vince. Shantan was once an important 
commercial centre on the old silk road, 
a terminal point on the business jour- 
ney of Arab merchants. More than a 
thousands years ago it was a rich mer- 
chant city of perhaps a million people. 
Today it is a poverty-stricken village 
of some five thousand persons who eke 
out a precarious existence from the soil 
or from minor industries using primi- 
tive equipment. 


Three out of every four persons in 
China or more than 340,000,000 are en- 
gaged in agricultural pursuits. Most 
live in rural villages of which Shantan 
is typical. In these thousands of small 
Chinese villages are poverty, malnutri- 
tion, disease, poor standards of housing 
and sanitation, high mortality rates, 
precariously low incomes, a high rate 
of illiteracy, low material standards, 


Coal, clay, minerals. and oil are in 
the hills around Shantan; more and 
better crops could be grown on the 
lower lands if water were brought; 
more sheep could be pastured and more 
trees could be prown on the slopes. But 
the inertia which goes with ignorance, 
poverty, disease, and undernourishment 
has formidably blocked the way to a 
better way of life which would be pos- 
sible through the development of these 
resources, The school was established 
in Shantan to overcome this inertia and 
to demonstrate how this poverty and 
ignorance might be ameliorated. 


Tihe force behind the founding of the 
Shantan Bailie School was a New Zea- 
lander named Rewi Alley, who played 
an active part in the organization of 
the Chinese Industrial Co-operative 
Movement. When the attraction of this 
movement declined after World War II, 
Alley proposed the establishment of a 
technical or industrial school in a poor 
and backward village where, by apply- 
ing co-operative ideals and techniques 
to local situations, a practical method 
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of meeting the social and economic 
needs of the people could be demonstra- 
ted. The school would experiment with 
the building and operation of small in- 
dustrial plants using local materials, 
and with the application of modern 
agricultural methods. The young people 
trained here would return to their own 
communities prepared to lead them in 
the development of co-operative village 
industries integrated in the rural 
economy with improved farm practices. 


In 1944 Rewi Alley’s school was esta- 
blished at Shantan, and the summer of 
1948 saw 314 students receiving train- 
ing there. The time spent in student 
training at Shantan is about equally 
divided between classwork in funda- 
mental and practical subjects and work- 
shop practice in various training divi- 
sions, Training in these different divi- 
sions is not confined to one trade or 
one technique alone. Ia addition to 
technical knowledge, students must 
acquaint themselves with social and 
economic conditions in China and with 
current developments in _ industry, 
science, and technology in other coun- 
tries. Students and teachers live co- 
operatively through participation in 
group activities and the sharing of 
responsibilities. The Shantan Bailie 
School’s annual budget totals approxi- 
mately US$81,000. The school aims at 
becoming self-sufficient. In 1948 it 
derived one third of its total budget 
from output of various projects and the 
remainder from overseas contributions. 
It hopes eventually to produce all or 
most of its food, fuel, and clothing 
needs, 
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Economic Reports from Shanghai, Nanking, 


Tientsin & 


SHANGHAI 

The Finance and Economic Commis- 
sion for the East China area was 
recently established with one of. its 
objectives as the “promotion of private 
enterprise.” At the same time, the 
mayor of Shanghai told business, bank- 
ing, and industrial leaders that the 
cooperation of foreigners was necessary 
in order to keep the city going. This 
appeal was occasioned by misgivings at 
what was described as the “unseemly 
haste” of some foreigners to leave 
Shanghai. 

The gasoline ration for October will 
be the same as for September. While 
figures released by authorities follow- 
ing the freezing of all gasoline stocks 
indicated but a two months’ supply was 
left, it is reported that stocks of small 
holders may equal frozen stocks. 

Industry:—Report of the arrival of 
Shanghai pencil factory machinery in 
Peiping is first press mention of factory 
removals in two weeks. The _state- 
owned China Textile Industries are 
now operating at a profit of PB$1,000 
per bolt, whereas three weeks ago the 
press admitted a 43 percent loss. How- 
ever, there have been no appreciable 
decline in production costs or rise in 
prices since then. Cotton yarn produc- 
tion is still not showing a profit. 

Transportationi—The complete repair 
of railroads in both North and South 
China has been ordered by the military 


commission of the People’s Govern- 
ment. 
Foreign Trade:—All imported and. 


exported goods are henceforth to be 
inspected by the Commodity Testing 
Bureau of the East China Foreign 
Trade Control Bureau. No other test- 
ing certificates are valid. 

Registration of importers and expor- 
ters ‘was completed on September 29 
with a total of 1,428 firms registered 
and 318 applications refused. The Im- 
port and Export Association in Shang- 
hai reported, however, that only 800 
firms are now active. 

Berthing arrangements for foreign 
ships are now handled by the state 
operated Navigation Bureau instead of 
by steamship agents as heretofore. 

Imports to and exports from Shang- 
hai for the months of June and, July 
are given below in terms of United 
States dollars converted at average 
official exchange rates for these 
months:— 

Of total June imports valued at US$ 
2,097,459, 55% was made up of the 
following: cotton and related products, 
$632,269; cereals and flour, $288,425; 
‘and paint and chemical items, $233,880. 
Exports in the same month were valued 
at only $250,719, of which 61% were 
comprised of tea, $63,850; hides and 
leather, $61,064; and animal and ani- 
mal products, $29,332. 

Imports in the month of July were 
valued at US$2,496,402. Of this total, 
52% were made up of imports of paper 
and paper products, $506,595; chemicals, 
$414,581; and soap, candles, oils and 
fats, $370,054. Exports in July were 
negligible. 


Manchuria 


A considerable quantity of the im- 
ports for these months comprised goods 
that had not previously been permitted 
entry under -former Nationalist import 
regulations or by the KMT Export- 
Import Board. 

In connection with the arrival in 
Shanghai on September 18th of the 
SS “Flying Independent” and the SS 
“Flying Clipper” there is given below 
the cargoes discharged by each vessel: 

SS “Flying Independent” — From 
Hongkong: “Caltex” medium diesel 
oil, 6,000 drums; raw cotton, 2657 bales; 
chemicals, 373 drums; 50 carboys; 
caustic soda, 928 drums; newsprint, 88 
reels; miscellaneous papers, 565 bales; 
dyestuffs, 1,598 drums; rubber sheets 
and cuttings, 2,884 bales; pharmaceuti- 
cals, 1,079 packages; woollen and cotton 
goods, 77 cases; steel products, 373 
bundles; napthalene flakes, 160 drums; 
napthalene balls, 432 cases; powdered 
milk, 268 cases; steel baling hoops, 669 
bundles; raw jute, 140 bales; and mis- 
cellaneous, 1,682 packages. From Kara- 
chi: raw cotton, 2,510 bales. From New 
York: steel straps, 230 coils, and 
machinery and parts, 96 cases. 

SS “Flying Clipper’—From New 
York: machine tools, 8 cases; aniline 
oil, 42 drums; and caustic soda, 398 
drums. From Karachi: raw cotton, 500 
bales. 

The recent rises in foreign exchange 
rates make the export of bristles and 
tung oil profitable for the first time 
since the communist takeover. The 
local currency had been devalued ap- 
proximately 43% in the last three 
weeks in an effort to stimulate exports. 

Internal Trade:-—New regulations 
were promulgated in Shanghai on 
September 22nd permitting trade be- 
tween communist and non-communist 
areas in China provided such trade is 
carried out on a barter basis. Also, 
under these regulations, transportation 
to non-communist areas is_ restricted 
by water, overland transport of goods 
being prohibited. Only goods permitted 
to be imported without special license, 
whether of foreign or domestic origin, 
are included in this trade. Such com- 
modities are included under Schedule 
A of the revised communist export- 
import lists announced on August 25th. 

Commodities:--At the end of Sep- 
tember the parity deposit unit reached 
the most favourable relationship to the 
US dollar since its inauguration due 
partly to the rise in the US dollar 
exchange rate and partly to market 
stability. Heavy arrivals of rice — 
which are customary in Shanghai — 
forced the price down to PB$36,000 a 
picul, the lowest since July 14th. This 
situation precluded dumping operations. 
Furthermore, Shanghai’s cotton supply 
was ample but largely because of re- 
duced ‘mill activity. 

The Shanghai Food Company, which 
had dumped a total of 30,000 piculs of 
rice (approximately 1,650 short tons) 
in September, was buying in the latter 
part of the month as prices dropped 
rapidly. The market price of rice per 
picul on October 4 was PB$38,000, a 
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further drop of 2,000 over the preced- 
ing week. However, prices are ex- 
pected to rise again as a result of an 
8-inch rainfall in the Shanghai area, 
October 1-4. 

Prices of vegetable oils rose in the 
first part of October as speculators 
bought in anticipation of a fuel short- 
age that would necessitate the use of 
vegetable oil as a substitute. These 
activities are strengthened by action of 
the French Power Company in suspend- 
ing service to domestic consumers one 
night per week. 

Other commodity prices 
stable. 

The parity deposit unit dropped to 
738 on September 30 at which figure it 
remained through October 4. The unit’s 
ratio to the US dollar is now 5.70. This 
drop in the parity deposit unit together 
with the rise in the US dollar exchange 
rate has eased the burden on employers 
from the former exorbitant wage scale. 

Banking and Finance:—News of the 
devaluation of the pound sterling was 
received calmly in Shanghai due to the 
fact that the sterling rate for some time 
has been based on the US-Sterling 
cross rate in Hongkong. The presence 
of the two American ships which suc- 
cessfully ran the blockade with space 
made available for export cargoes sent 
the US dollar exchange rate up. On 
September 22nd the official exchange 
rate for US dollar notes had advanced 
to PB$3,700 (up 500 over September 
19th) while the telegraphic transfer 
rate was up to 4,000 (also up 500 over 
September 19th). On the same day 
the US dollar exchanged in the black 
market at PB$3,900; by September 26th 
the rate had advanced to 4,100. The 
official rate for the pound sterling was 
up to PB$7,050 on September 22nd 
while the TT rate had increased to 
10,000. The Hongkong dollar rate on 
the same day, however, was down to 
PB$460 for notes (off 25 from Septem- 
ber 19th) and 505 for drafts (also off 
25 from September 19th). 

The Bank of China will redeem old 
“Gold” Yuan obligations of the Central 
Bank of China at the rate of GY100,000 
to PB$1. A total of PB$420 million 
(equivalent to US$110,000) in larger 
denomination notes had thus far beer 
issued with no signs of public concern. 

More than anything else, the appear- 
ance of three blockade runners, the 
“Flying Clipper,” and “Flying Indepen- 
dent,” and the “Flying Trader” sent 
the US dollar exchange rate closer tc 
reality than at any time since the 
communist takeover. On October 4, on 
the basis of the price of rice and the 
parity deposit unit, the realistic US 
dollar rate approximated PB$4,800. . 
Actually, the official rate for the US 
dollar had advanced to PB$3,900 on 
September 29 (up 200 over September: 
22) while the telegraphic transfer rate 
on the same day was 4,200 (also up 
200 over September 22). These rates 
held through October 4, on which latter 
date the US dollar exchanged on the 
black market at only PB$4,000. 

On September 29, the official rate for 
sterling notes was up to PB$7,700 while 
the TT rate had advanced to 10,350, 
representing an increase of 650 and 
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350 respectively over September 22, 
Hongkong dollar notes were exchanged 
at PB$550 on September 29 while the 
telegraphic transfer rate was up to 595, 
an increase of 90 in a week’s time. 
These rate also remained unchanged 
through October 4. 

The money market, however, tighten- 
ed in the face of end of the month 
pay-roll needs, sending the interest 
rate to 1.6 percent on September 29. 
(August month-end money pinch sent 
the interest rate to 1.5 percent). 


NANKING 


The collection of the July-September 
business tax will commence shortly in 
Nanking. The total amount of the tax 
is equivalent to 50,000 piculs of rice 
(equal to nearly US$4 million at pre- 
vailing prices). Allocations for indus- 
trial firms have already been made 
with the Yungli Chemical Plant and 
the Yu Heng and Pu Feng flour mills 
receiving the lion’s share. Allocations 
for commercial firms have not yet been 
made, 

A mission from Dairen arrived in 
Nanking September 30 for an expected 
two-weeks inspection tour of industrial 
plants. 

Through Nanking-Nanchang rail ex- 


press passenger traffic is now in 
operation, 
The exchange rate for US dollar 


notes on October 4 was PB$3,800; for 
drafts, 4,050. No black market appears 
to operate. Rates are considered by 
merchants as realistic. 

Many state-owned factories in Nan- 
king are now producing more than 
under the Kuomintang. The output in 
the Ma An Shan Ferric Sulfide mine 
now tops the pre-liberation figure by 
70 per cent. One electrical engineering 
works increased its output twenty-fold, 
while the farm machinery plant is now 
producing 100 per cent more. Higher 
output has also been registered in 
scores of factories making machinery, 
wireless appliances, electric bulbs and 
other goods. Kuomintang inefficiency 
plus complete lack of planning almost 
ruined Nanking’s industry. For exam- 
ple, the Ma An Shan Ferric Sulfide 
mine, which had a daily output of 300 
tons in 1945, produced only 50 tons 
under Kuomintang. The number of 
workers dropped from 600 to 100. In 
another plant taken over by the 
People’s Government, only ten out of 
seventy lathes were found to be in 
working condition. 

The People’s Government appropri- 
ated 30 million People’s dollars to 
rehabilitate the enterprises taken over 
from the Kuomintang immediately 
after the liberation of Nanking. As a 
result, most of the plants are now 
producing, employing 30 to 70 per cent 
more workers than they did under the 
Kuomintang. One chemical plant 
which had been lying idle for three 
years is now producing again. 

The policy of enhancing the interflow 
of goods between the city and _ the 
countryside also plays an important 
part in bringing about this industrial 
revival. It has created a market for 
industrial goods. For example, the 
China Farm Machinery Company is 
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now turning out great numbers of 
cheap oil-presses, plows, gins and other 
impiements which are easily sold in 
the rural areas. In the past, this same 
company was on the verge of bank- 
ruptcy because it only produced ma- 
chines which were unsuitable for farm 
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work or were beyond the ‘purse of the 
peasantry. Another factor contributing 
to the industrial revival, is the enthu- 
siasm of labour’ which came with 
liberation. The workers usually com- 
pleted their production plans ahead of 
schedule. 


New Commodity: Tax Rates 


Commodity Tax Rates 
(Percent, ad valorem) 


Items Shanghai Tientsin Nationalist 
(September 15, (October 1 
1949) 1948) 
Rolled tobacco: 

Cigarettes, hand-rolled iiisevsersrierares 80 80 ) 

Cigarettes, machine-made ....seeeriereves 100 100 ) 120 

Cigarsie®, aaa cae aaa e catalttnle Meat 100 100 +) 

Pipe Hobaccoie sine aaniati st Rhian ittetre a yen mamta 80 301 ) 
Tobacco Jeaves; native) iii «ticles We eeu a 30 V/ 30 
Foreign wines and beer (ineluding 

reprocessed WINES) ......seeseeeenetur ers Loa 100 ) 120 
Native wines and alcohol ....s.00-..e0s00es $0 80 ) 
GCottonpiyarnigiis. cpieltnerithosietivereieitln satan 10 10 10 
Woollentivarn senitin sacle as Wales Cereee ae) 15 15 
Hemp mfibersmmettssinaiartici. stevens sissereeueiors 5 _ — 
Artificial jsilkkeyvarniee. ac. exinadeeeateain. creer _ 5 — 
Furs ands skins dmonietonntte cinerea. cuveruer 5 5 15 
Cosmetics: : 

Wlorida AWaAtCLen igen: aueltc iets «+ eae 2/ 20 — 

Perfume, face powder, nail polish, rouge. : 

eyebrow pencils, & shaving cream,..... 2/ 45 45 

SOAP) ABs TOOTADASLC a sig aisle! siersterers's surest e te 10 10 — 
Soft sdrinksbeverages ean sai acincspaurins oh lene 30 30 30 
SUSAN sale anciats fs caivannas iassiouaic’ sisi tialei ins cosyals 6 eters 25 25 3/ 25 
IMAtCD OST a ake veil ies iisuriatainhalsisimolsisusieierss Been 15 15 20 
Gemeente ckecsreusstei suaceta y'<0) 0 siausuatepeiera sere trae ate 5 § 15 
DOSSYSIEKS) ONG, GaN) LOUS ao ccssres sis «ee teritelets 60 60 60 
Wheat Ouro crre cpoternicttwiare’ se sieiner ateie's ge enrtelere 2.5 2.5 — 
GYASS.  sisisveyeretretete ole ere eracecavsio eie/s ietew'eisre, sero 5 5 —_— 
Dyestuffs, pigments, paints, gums, and soda 5 5 = 
Vegetable preparations ............ceeeeees 10 4/ 10 4/ _— 
Mineral products: 

al? Tron; (coals and COKE Oe rer ete eis « mcracrncl 3 3 = 

b. Plaster, talc, alum, and nitrates ...... 5 a ae 

Gypsum talc, alum, steel pewter, salt 
pewter, and fire clayoie. ie. os sate... —_ 5 —_ 
c. Pyrite and other mineral ores ........ 10 a a 
Iron ore, sulphic. graphite, real German 
antimony, Kaolin, refined lead, min- 
eral sand, and gilding gold .......... —_— 10 oo 
Marine. pPYOCUCtS Balacaen: a. cet creer clon nic cs 5 5 — 
Reawleavess Mas 28 BoM same Ome ee eee 5 5 pes 
Bamboo and’ timberei ga ....00 55 Sees. ie 5 5 _— 
Cereals (collected only in the Northeast, ie. 
Manchtria) $F Sac teae Mk RE. canteens ses 5 — 


‘/ In the Tientsin area the tax on first-class pipe tobacco and leaves 
for machine-made pipe tobacco is 100 percent ad valorem. 

2/ In Shanghai the commodity tax rate on’ cosmetics in general is 
between 30 and 40 percent ad valorem. 


3/ Under ‘Tientsin regulations, the tax on sugar 


but excludes cereal sugar. 


includes __ saccharine, 


4/ In the Shanghai area the tax on vegetable preparations is applicable 
to gourmet powder and soya sauce; in the Tientsin area the tax is levied upon 


sauce essence and ajinomoto. 


Under the revised regulations governing the collection of the commodity 


tax, 
remain in factories. 


the new rates apply to all commodities not yet traded or which still 
While goods in retailers’ hands are exempted from the 


tax, all wholesalers and warehouse owners must register their stocks and pay 


the tax on affected articles at the new rates. 


Certificates will be‘issued on tax- 


paid goods destined from one occupied area to another in order to avoid dupli- 


cation of payment. 
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NEW COMMODITY TAX RATES IN 
SHANGHAI AND TIENTSIN 


New commodity tax regulations and 
rates were announced simultaneously 
in Shanghai and Tientsin, effective 
September 15. The collection of the 
commodity tax—levied alike on speci- 
fied imported anu domestic articles — 
was resumed in Shanghai shortly after 
the city was taken over by the com- 
munists who adopted the former Na- 
tionalist Government regulations in 
this regard with but slight changes. 
Several items, however, previously not 
subject to the . commodity tax under 
the Nationalists, have been added un- 
der the new communist | regulations. 
With certain exceptions, notably miner- 
al items, those goods subject to taxa- 
tion are similar for both the Shanghai 
and Tientsin areas, Also, in nearly 
each instance, the same rates are 
effective in both areas. On Page 503 is 
a complete list of affected items with 
the new tax rates together with former 
Nationalist rates included in a separate 
column for purposes of comparison. 


TIENTSIN 

Foreign trade returns for 
released by the Tientsin Maritime 
Customs show an increase in both 
exports and imports as compared with 
the previous month. Total exports in 
August were valued at PB$7,911,018,721 
(an increase of 32%) while the value 
of total imports was 4,258,180,781 (an 
increase of 80%). Principal export 
items were egg products, 14.32%; rugs 
and carpets, 20.56%; beancakes, 9.7%; 
medicines, 7.69%; bristles, 6.44%; furs 
and skins, 5.24%; and sesame oil, 3.76%. 
Major imports consisted of pharmaceu- 
ticals, 10.94%; chemicals, 6.65%; and 
others which included rubber, metals, 
Sugar, newsprint, and mineral oil. 
Destinations of August exports included 
Great Britain, the United States, Aus- 
tralia, and Hongkong, of which the 
United States took 42.3% and Hong- 
kong, 51.17%. Of countries of origin 
with respect to imports, the United 
States contributed 48.42%; Great Bri- 
tain, 12.20%; Hongkong, 11.28%. and 
Singapore, 7.14%. 


August 


MANCHURIA 


Through train service between Pei- 
ping and Mukden was resumed on 
September 9 after the repairing of the 
track and bridges which were damaged 
by flood last month. The whole line 
was repaired on Auesust 29 but the 
storm flooded and damaged the tracks. 
Train service resumed on Sept. 9 after 
dislocation of train service during the 
past month. 


The Harbin sugar refinery, which 
was damaged by the Japanese army, is 
now being restored, The installation 
ef mew machinery will enable the re- 
finery to produce a greater output than 
under the Japanese. Manchuria had 
four sugar refineries, but three of them 
were wrecked by the Japanese army 
in 1945. Great expansion is awaiting 
the sugar industry in the Northeast, 
because the Manchurian plain is suit- 
able for large scale cultivation of sugar 
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Hongkong Stock & Share Market 


It is almost an odious task to review 
weekly developments on the local share 
market where slump conditions seem 
to persist in spite of many favourable 
factors which should, in a sane world, 
induce buying or at least stop selling. 
That there is so little interest by old 
and new investors to enter the market 
especially at current depressed rates is 
often explained by the fact that the 
about five months old tight money posi- 
tion here has recently turned still 
tighter and that what funds are cur- 
rently available for investment and 
speculation are attracted by other 
counters rather than local securities. 


It is true that most merchants and a 
number of banks suffer from increas- 
ingly tight money, a result of overstock- 
ing in merchandise and some flight of 
capital from the local curreney mainly 
into U'S$ and gold. It is also true that 
particularly the gold forward market 
has absorbed large sums of money both 
for speculation (by depositing margin 
money with native banks, bullion 
brokers and other financial enterprises 
prospering in this line) and for capit- 
alising on the daily change over interest 
which is :paid by one party to the other 
according to the position (in recent 
weeks the change over favoured always 
the sellers). Furthermore, as a result 
of the money tightness private interest 
rates have gone up until they reached 
from 1% to 2% per month which about 
equals the earnings of change over in- 
terest hedgers on the gold forward 
market. (For September the change 
over interest amounted to $8.47 per tael 
or abous 30°90 per year). 


beet. The refinery in Acheng, about 
100 kilometres southwest of Harbin, 
harvested 49,000 tons of sugar beet and 
produced 7,000 tons of sugar last year. 
The sugar content of the sugar beet 
ranges from 14 to 17 per cent. 


Manchuria is now turning out high 
quality Portland cement which is suit- 
able for building railway bridges, 
hydro-electric power stations and other 
permanent engineering works. Experi- 
ments have shown that the present 
product is superior to that produced 
during Japanese occupation. There are 
now three cement plants in operation. 
In the past, all the technicians were 
Japanese. They all quit after the 
Japanese surrender and Chinese tech- 
nicians and workers began to run the 
plants. There were difficulties at first 
but they soon learned. Manchurian 
cement industry faced a paper sack 
shortage a few months ago. A restored 
factory is now making them. Another 
three war-wrecked cement plants are 
now being restored. When these plants 
begin production next spring, Man- 
churian cement output will be doubled. 
The Northeast provinces abound in 
limestone, clay, shale and other natural 
deposits from which Portland cement 
is made. 


‘However, there are still very con- 
siderable idle funds hoarded in this 
Colony; savings accounts and fixed 
deposits while somewhat lower at pre- 
sent than at the beginning of this year 
do not yield anything but nominal 
interest (1 to 2% p.a.) but holders 
seem to be reluctant to withdraw part 
of their funds and re-invest them in 
the local highly remunerative share 
market, where from 10 to 12% p.a. are 
returned. In addition, investors would 
also have to calculate with the possi- 
bility of share price appreciation once 
the situation in China becomes more 
clear. 

While there are many and rather 
influential operators in the local market 
asserting that the slump can be ex- 
plained by technical factors, such as 
tight money and more attraction pro- 
vided by other financial markets (gold, 
money loans), we maintain that the 
feeling by a large number of ‘ taipans’ 
and the middle class about possible un- 
friendliness between the British and the 
Chinese People’s governments restrains 
new investment in local stocks and 
shares. That there is no justification 
for the present record low prices is 
admitted everywhere but still it con- 
tinues to happen that sellers, local or 
overseas, for one reason or another, 
under force or from sheer nausea with 
the performance of the local market, do 
not find buyers except at cut-throat 
prices. There cannot be any denying 
the fact that sellers keep on offering 
shares which buyers are not prepared 
to take up so easily. Holders of 
millions of local dollars tucked away 
in fixed deposits seem to be satisfied 
with the virtually non-earning disposi- 
tion of their funds and the volubility 
of brokers, reinforced by arguments of 
sheer logic, eventually achieves nothing. 
Chinese investors in particular are 
averse to sinking their funds into local 
shares; and when they learn that even 
old “China hands, now residing from 
South Africa to the UIK, have slowly 
but persistently disinvested themselves 
of local share scrip, the conclusion, as 
far as the prospects of the local market 
are concerned, is rather damaging. 

It may however be hoped now after 
Canton, at long last, has—to use the 
most frequent and  non-committal 
phrase of our Chinese contemporaries 
—‘changed hands’ and the ‘red peril’ 
is at our very doorsteps that our local 
rabbits will calm down and take heart 
again. To a large extent the continued 
tightness of money here is politically 
conditioned; it reflects partly the lack 
of confidence in the stability of Hong- 
kong. ‘Capital. was and is here in such 
enormous amounts that all financial 
markets should amply receive their 
respective shares. Although one or the 
other sector of the speculative markets 
offers at certain times more attractive 
yields than, for instance, the share 
market, the fact cannot be glossed over 
that, primarily, securities are bought 
and kept for non-speculative reasons: 
good dividends, no doubt, must be paid 
and profitable working conditions are 
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EXCHANGE & FINANCIAL MARKETS 


Official Exchange Markets 


Official exchange rates in Hongkong 
have been changed during the last ten 
days until they reached the level of 
pre-May days. HK$ has been appre- 
ciated in terms of £ and US$ by about 
wT. 


The official rates as ruling since May 
24, 1949 until October 6, this year were, 
for sterling, 1/2-13/16 selling, and 
1/2-29/32 buying TT, 1/2-15/16 buying 
drafts; and for US dollar (as from 
Sept. 20), 17%, selling, and 17% buy- 
ing TT, 17-9/16 buying drafts. On 
Oct. 7 the upward revision for HK$ 
started when banks’ selling rates for 
sterling went up to 1/2-27/32, and for 
US$ to 17.5/16. On Oct. 12 a further 
revision took place with sterling at 
1/2% and US$ at 17%. Eventually, 


expected but the element of gambling 
or fullblooded speculation should be ex- 
cluded from the share market. 


Business of last week:— 


Volume of Business:—Total sales re- 
ported for the four days of trading last 
week amounted to 56770 shares of an 
approximate value of $1 million, an in- 
crease of $% million compared with 
the previous week. 

Price Index:—The Felix Ellis aver- 
ages based on the closing prices of 
twelve representative active local 
stocks closed at 124.44 showing a net 
loss of .12 compared with the close of 
the preceding week. Day-by-day 
his averages were: October 11, 124.25; 
October 12, 124.09; October 13, 123.70; 
October 14, 124.44. 


High. Low. 
OS Tie Ne to tert 155.82 123.88 
MORSE Ree. «tee 148.68 134.05 
OS GMa a cies es 138.37 123.32 ° 


Business Done: 

Hongkong Government Loans:—- Hong- 
kong Govt. 3%% 1948 Par plus 
Interest. 

Banks:—H.K. Banks @ 1450, 1455, 
1460, 1420; Bank of East Asia @ 
106, 105. 

Insurance:—Unions & 650, 655 

Docks, Wharves, Godown, Etc.:— H.K. 
& K. Wharves @ 100; H.K. Docks 
15, 1544; Shanghai Docks @ 6. 

Hotels & Lands:—H.K. & S. Hotels @ 


10, 9.90, 9.70, 10; Lands @ 51; 
Humphreys @ 9. 
Utilities: — Hongkong Tramways @ 


15.10, 1434, 15%4; Star Ferry @ 85; 
China Lights (O) 10.90, 10.80, 
10.60, 10.50, 10.70, 10.80, © 11.20; 
China Lights (N) 8.30, 7.90, 7.70, 
7.80, 8. 8.20, 8.40; Hongkong Elec- 
trics @ 2834, 2814, 28%, 2834, 2914; 
Telephones @ 18, 17%, 18. 
Industriais:—Cements @ 18; Ropes @ 


Stores:—Dairy Farm @ 374; Watsons 
@ 41, 39, 39%, 40, 41; Lane Craw- 
fords @ 17. 


on Oct. 14, the official rates went back 
to the pre-May 24 level which is the 
highest peg for HK$ (the local currency 
can only move within the narrow space 


of 1/8th, viz. lowest selling rate 
1/2-13/16 or HK$16.2025 per £, and 
highest selling rate 1/2-15/16 or 


HK$16.0669 per £, the parity being 1/3 
per HK$1 or HK$16 per £). 


All rates change automatically when 
HK$ rates are altered vis-a-vis sterling 
and thus the improvement of the official 
HK$ rate in terms: of sterling also 
affects the local currency in terms of 
all other currencies as far as officially 
quoted by local authorised banks. The 
London/New York rate of US$2.80 
remains in force, the local sterling/ 
dollar cross rate (cover rates for banks) 
remains at US$2.79%4—-2.80%. 
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It was last May 24 that, as a result 
of heavy demand for funds in London 
and elsewhere in the sterling area, 
caused by the temporary distrust in the 
stability of HK$ and the announcement 
of a ban on trading and possession of 
gold (subsequently squashed by defin- 
ing bullion as gold exceeding a fine- 
ness of .945), the local exchange asso- 
ciation banks iowere:! the rates to the 
lowest permissible peg for selling of 
pounds (viz. 1/2-13/16). A very im- 
portant factor in the lowering of the 
official rate in May was also the heavy 
demand for TT Lendon from arbitrage 
operators who transferred large 
amounts from Hongkong to London and 
other centres of the sterling area in 
order to sell sterling against US$ on 
international free exchange markets; 
the reason for this operation was found 
in the fact that locally the unofficial 
TT New York quotation was far below 


Hongkong Official Exchange Rates 


In force as from 


October 14, 1949 


AGREED MERCHANT RATES OF H.K. EXCHANGE BANKS ASSOCIATION 


Maximum Selling 


Sterling 1/2 15/16 
Sterling 1/2 15/16 
(East & South 
Africa) 
Sterling 1/2 15/16 
(West Africa & 
West Indies) 
Rupees (India) |82 15/16 
Rupees (Pakis- |57 1/2 
tan) 
Rupees (Ran- /|82 15,16 
goon) 
Rupees (Aden) |82 15,16 
Malayan doilar {53 3/16 
Sas 1703/8 
Canadian $ 19 1/8 PP 
Australia 1/6 9/16 
New Zealand 


| 1/2 15/16 
| 


Sterling Selling Rates for delivery 


every further 3 months forward. 


Minimum Buying 


1/3 1/32 TT 

1/3 1/16 O.D. 

1/3 3/32 30 d/s 

1/3 1/8 60—90 d/s 

1/3 5/32 120 d/s 

1/3 1/8 O.D. if under L/Credit 
1/3 3/16 O.D. without L/Credit 


1/32nd up every 30 d/s 


1/3 5/16 O.D. if under L/Credit 

1/3 3/8 O.D. without L/Credit 
1/32nd up every 30 a/s 

83 15/16 ola iy 

84 3/16 O.D. 

84 5/16 7 & 30 da/s 

84 7/16 60 d/s 

84 9/16 90 d/s 

58 3/16 Wd 

58 1/4 O.D. 

58. 3/8 30 & 60 d/s 

All buying rates 

3/16th higher thay India. 

84 9/16 O.D. if under L/Credit 

{84 11/16 O.D. without L/Credit 

85 3/16 30 d-s & 60 d/s 

53 S413/16 ETS Se OLD) 

53) 15/16 30 and 60 d/s 

iE BRS} 4 bs 

17 (11/16 O.D.—30 d/s 

ts /4 60—90 d/s 

19 3/8 Tf oreOD: 

1/6 15/16 a hg Ne 

1/7 O/a 

1/3 1/4 Yt ed ba 

1/3 5/16 O.D. 


within 2 months with a cut of 1/32 for 
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other free markets’ quotations and that 
it proved consequently very profitable 
to sell US$ in Hongkong where the 
highest price was paid while in other 
markets the price for US$ was, at 
times, 10 to 15% lower than in Hong- 
kong. 


During recent weeks, especially after 
sterling devaluation of Sept. 18, the 
local free market crossrate has shown 
a tendency to be lower than the un- 
official rate for area account sterling in 
New York which rate was, more or 
less, guiding the establishment of 
crossrates in. principal European free 
exchange markets. The difference in 
the local and overseas free market 
crossrates moved recently between 2 to 
4% in favour'of Hongkong, ie. the 
local crossrate was, as last week, from 
2% to 4% higher than the unofficial 
rate for area account sterling in New 
York and. free market crossrates in 
Milan, Zurich ete. As a result of this 
revision in the level of crossrates, no 
longer has there been a movement, sup- 
ported by the arbitrage, to transfer 
HK$ to London but sterling from Lon- 
don and other sterling area centres has 
moved into Hongkong for the purpose 
of conversion, at the free rate, into 
TT New York. Previously noted 
anxiety about the ‘stability of HK$’ 
which, among other consequences, led 
to HK$ remittances to London and 
Australia has completely subsided and 
no flight of capital from here to other 
parts of the sterling area has been 
observed for several months. 


The change in the official rates for 
HK$ has also been partly caused by 
the prevailing money tightness in the 
Colony where many banks are restrict - 
ing overdrafts and often are calling in 
loans. Tight money may be presumed 
to continue to bother the community for 
some time to come and therefore the 
higher HK$ exchange rate should last. 
Only a reversion in the crossrate posi- 
tion could change the outlook, how- 
ever, such is unlikely as local demand 
for free market US$ will not exceed 
supply of US$ now that gold imports 
have come to a virtual end. The easy 
position on the local free US$ market 
should continue and thus the local 
sterling/dollar crossrate may keep’ on 
limping behind other free market 
crossrates, resulting in arbitrage opera- 
tions as witnessed recently (an excess 
of sterling inward remittances for con- 
version into open market TT New York 
for the purpose of reaping the profit 
consisting of the difference between the 
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Over the counter selling rates for 
drafts (small amounts) as from Oct. 
14:—London and New Zealand 
1/2-29/32 (HK$16.1006 per £), Aus- 
tralia 1/6-9/16, Singapore 53%, India, 
Burma, Ceylon 82%, Pakistan 57%, 
USA 173%, Canada 19-1/16, Manila 
34%, France 6075, Switzerland 755, 
Batavia 66. 


US$ Market 


Highest & lowest rates of last week, 
in HK$:—notes 614—598%, DD 608— 
599%, TT 610—603, corresponding to 
highest & lowest crosses, at the £/HK$ 
parity of 1/3d., of US$2.653—2.623. 


Against free market business done 
last week in New York (2.55—2.60) the 
local crosses were 24% to 4% higher. 
The local crossrates of last week were 
5.2 to 6.3% below the official parity 
(US$2,80) or free market rates for US$ 
here were 54% to 6%% higher than the 
parity (HK$571.4285 per US$100 on the 
basis of US$2.80 per £). 

The revised official exchange rates, 
in force as from Oct. 14, are US$17% 
(HK$575.54) banks’ selling, and 17% 
(HK$567.37) banks’ buying of TT, and 
17-11/16 (HK$564.49) buying DD. The 
mean rate is HK$570. 


Turnover of last week totalled 
US$3,550,000 (TT 900,000, DD and notes 
1,650,000). Overseas Chinese inward 
remittances, mostly in bank drafts and 
cashier orders, accounted for a large 
proportion of the turnover in the DD 
sector. These remittances were un- 
usually large and partly a result of 
sales by refugees from South China 
(Amoy Chinese having been con- 
spicuous), the latter also bringing here 
US notes the price of which became 
subsequently depressed. It is con- 
sidered probable that the rate for notes 
may soon return to the normal level 
of being quoted several points below 
TT and thus re-shipment of US notes to 
New York may prove interesting. 


Some demand for TT New York came 
from merchants and one or two gold 
importers. Speculators and some in- 
vestors were good buyers, it being 
realised that at current prices, when 
the difference between official and free 
market rates is so narrow, the element 
of risk is practically non-existent. 

There are now more banks (com- 
mercial and native style type) who 
accept, even solicit, deposits in US$ and 
they also aré€ prepared to grant loans 
in this currency charging however in- 
terest at the same level as is currently 
done in the private market (1% to 2% 


local and overseas crossrates). per month on mortgages). This situa- 
RONGKONG OPEN MARKET RATES 
per 0S$109 
Notes _ Drafts Tales 
October High Low High Low High Low 
Ole Shae elas ore ee O0825 6.03 6.07 6.04 6.08 6.06 
Tice (Soe ene: OOS 6.00 6.03% 6.00% 6.05 6.03 
12S AF ee G08. 6.01% 6.04 6.0214 6.07 6.04 
1 Soe a eG: 6.01 6.05 6.02 6.08 6.05 
Liha. bs eat ete One 5.98% 6.08 5.99% 6.10 6.03 
150. "ect ae eee ORD 6.02 6.07 6.03% 6.09 6.05 
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tion is certainly improper; that in- 
dividuals and firms prefer to hold US 
rather than HK currency may be a 
matter of no interest to the authorities 
here but that many bank accounts 
should be kept in US$, this Colony 
being a member of the sterling area 
besides a British colony, is a fact that 
cannot be easily overlooked. It must 
be conceded that the devaluation of 
sterling has not strengthened belief in 
the stability of sterling but that US$ 
deposits and loans are effected with so 
little concern for the legality of such 
actions is both surprising and revealing 
the attitude of a large circle of mer- 
chants and business men from China 
with regard to the position of Hong- 
kong, in general, and the operation of 
a free exchange market as well as the 
erroneous interpretation of ‘Free Port.’ 


Gold Markets 


Highest & lowest rates per trading 
(hongping) tael of .945 fineness $320% 
—$30658, corresponding to .99 fine 
prices of $335.76—321.28 (with actual 
business, mostly for export, transacted 
at $337—323). Troy oz equivalents for 
99 fine $279—267. Cross rates 
US$453%4—44%. Overseas bullion 
dealers offering fob port of shipment 
from US$42% to 43 but little interest 
has been displayed for larger con- 
tracts. 


Gold prices last week were erratic 
but fluctuations moved within narrow 
limits (about 4%). Outlook appears 
quiet and prices should remain on 
about the same level as last week. The 
political change-over in Canton has not 
in any way affected local prices al- 
though there was some bullish senti- 
ment for a short time. 


As there is no sizeable demand for 
gold in Far Eastern countries and 
Hongkong has little actual gold trade to 


‘conduct these days the price position 


should be strongly determined by 
overseas markets. New York bullion 
brokers’ quotations will guide local 


prices in the absence of any effective 
stimulant coming from importing coun- 
tries in this part of the world. In 
terms of HK$ gold should also remain 
stable; the local free market TT New 
York remains relatively low and as 
long as this situation does not undergo 
a change—e.g. a decline in the unofficial 
sterling/dollar cross rate which how- 
ever is not likely—gold prices per tael 
in HK$ are expected to approximate 
overseas bullion prices (thus, if New 
York quotes one oz troy at US$43 and 
the local open market rate is HK$6 per 
US$1, the approx. local price per .945 
fine hongping tael should be HK$295). 


Last week’s trading reports:—Mon- 
day, October 10:—Holiday, no business 
transacted. Tuesday, Oct. 11:—Opening 
and closing rates $317—3163%4. On the 
fictitious forward market the change 
over favoured sellers at the interest 
rate of 18 cents per tael of .945 fine 
per day. Throughout the week, the 
change over rates continued in favour 
of sellers. Selling in Canton and flight 
of wealth into the Colony, weakened 
the local market. Wednesday, Oct. 12: 
—Opening and closing 314—3163%4. 
Change over 25 cents. Speculators 
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buying checked the selling of Canton. 
Thursday, Oct. 13:—Opening and clos- 
ing 320—31534. Change over 48 cents. 
Liberation of Canton induced bulls and 
the highest of the week, 320%, touched. 
Heavy change over interest and rumour 
of selling by British banks eased off 
the market. Friday, Oct. 14:—Opening 
and closing 316354—311%. Change over 
13 cents. Rates receded to 306%, the 
lowest of the week recorded, on news 
of arrivals in Macao and heavy im- 
ports from Canton. Saturday, Oct. 15: 
—Opening and closing 312—313%. 
Change over 9 cents. Market turned 
quiet. In the afternoon, unofficial 
business done at 314. 


Official tradings were about 235,000 
taels, and unofficial tradings 2,500 taels, 
daily average about 52,000 taels. In- 
crease of tradings was merely on the 
fictitious forward market catering for 
rich refugees who were glad to join in 
this gambling business. Positions left 
open estimated at about 185,000 taels 
per day, in which interest hedging for- 
ward operators were the main sellers, 
gold importers and some _ Canton 
operators oversold also; those over- 
bought were Shanghai, Swatow and 
local operators. 


Cash bars turned over officially at 
13,560: taels, unofficially about 32,500 
taels, totalling about 46,000 taels. 


During the week under review, 22,000 
taels were imported, of which 11,000 
taels from Canton, 8,000 taels from 
‘Macao and 3,000 taels from North 
‘China. About 5,000 taels were export- 
ed, shipped to Bangkok and Singapore 
(all in .99 fine bars). Local consump- 
‘tion only about 2,000 taels. Ready- 
delivery stocks here increased to 355,- 
000 taels. Over 39,000 taels changed 
hands. by interest hedging forward 
operators. 


Unofficial Exchange Rates 


Last week’s unofficial rates for bank 
notes traded in the free market (high- 
est & lowest quotations in HK$):— 
piastres, forward 12—11.70, spot 11.80. 
Nica guilders 25.80—25. Baht 27. 


Bank of England note 15.60—15.55, 
Australian pound 12.05—11.75, Cana- 
dian dollar 5.19—5.10, Indian rupee 
1.19%—1.164%, Burmese rupee 0.72— 
0.70, Ceylonese rupee 0.98, Malayan 
dollar 1.8334—1.8314, Pesos 2.92—2.90. 


Silver Markets 

During the week under review, silver 
prices were dropping here below world 
prices in London and New York, caused 
by the heavy selling in Canton by the 
public who preferred the handy and 
sound Hongkong currency to the 
clumsy heavy coins. Prices in Canton 
were about 10 per cent lower than here 
but as communications were practically 
cut, imports of large amounts into the 
Colony have as yet to be waited for. 


The highest and lowest prices of bar 
silver were $4.40—4.20 per tacl, Hong- 
kong and other dollar coins $2.75—2.70 
per coin, Chinese dollar coins 2.95-—2.70 
per coin, and twenty-cents silver coins 
2.70—2.45 per five coins. 
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Total business transacted in the week 
about HK$210,000 in value. Imports 
into~ the Colony, estimated to be over 
half a million taels in weight. Dealers 
profited by these additions to their 
stocks as London quoted 65d. an ounce, 
or about HK$4.80 per tael. Profitable 
exports are now possible. The Kuo- 
mintang officials were wise when mak- 
ing money from the silver ramp in the 
past and merchants must also thank 
them for creating this peculiar busi- 
ness; first came imports of silver and 
in the nearest future exports of the 
same silver will leave this port, prob- 
ably back to original supplying coun- 
tries. If it was madness, there was 
method and profit in it. 


Chinese Exchange Markets 


Exchanges with Shanghai:—The 
highest and lowest rates of gold and 
US$ remittances were 85—80 and 
90—8634 in Hongkong respectively for 
100 in Shanghai. Total business trans- 
acted was about 2,800 taels of gold and 
US$12,000. The volume of business 
though small for these two big ports 
showed increase in comparison with the 
week before, due to the increasing 
trade with Shanghai. The operation of 
these remittances were caused mostly 
by balances of trade and not any flight 
of capital; some of the proceeds of 
imports into Shanghai were changed 
into gold or US$ notes in the black 
markets in Shanghai. Control of the 
black market by the People’s Govern- 
ment in Shanghai was reported to be 
less strict. 

Exchanges with Canton:—The highest 
and lowest of Hongkong dollar remit- 
tances were 1004—998 in the Colony for 
1000 in Canton. Total business trans- 
acted was about HK$1,250,000, done on 
Tuesday and Wednesday, prior to the 
liberation of Canton; nothing was done 
since. Some 2,000 taels of gold rermit- 
tances concluded at a premium of 
HK$11 per tael in favour of the Colony, 
constituted flight of wealth before the 
liberation. 

Exchanges with Amoy and Swatow: 
—With Amoy under fire of guns and 
Swatow waiting for the occupation and 
control by the People’s Army, remit- 
tances to the Colony were practically 
at standstill. Some small amounts 
were done at about par. 


Silver Certificates:—The Central 
Bank of China in Canton ceased re- 
demption of their silver certificates on 
October 12th, not on account of ex- 
haustion of reserves, but as a result of 
their flight before the liberation. The 
public refused to accept these certifi- 
eates but some profiteers bought them 
at 10% of the value of the hard coins 
as they thought of shipping them to 
Chungking, where redemption at par 
can be hoped for. The scrip issued by 
the Provincial Bank of Kwangtung was 
practically non-existent in the market. 
Their total issue was very small, below 
silver yuan one million, and redcemed 
several days prior to Canton’s ‘“‘chang- 
ing hands.” 


Official and black market rates:— 
Tientsin, in May, quoted officially 
PB$167.74 per HK$ and 1040 per US$ 
and 2683.84 per £. Last week’s official 
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rates in Tientsin PB$680 per HK$, 
PB$4800 per US$, PB$13,000 per £. 
Black market rates show a tendency to 
be lower than official buying rates. 
Last week’s official rates in Shanghai 
PB$550 per HK$, 645 per Indian rupee, 
3900 per US$, 7700 per pound note 
(not TT London). Black market rates 
last week in Shanghai PB$900 per HK$, 
5200 per US$. Contrary to Tientsin, 
private operators in Shanghai usually 
quote higher rates than the Bank of 
China. In Canton, after liberation, the 
black market quoted PB$900 to 1000 
per HK$, 


Official and black market rates in 
China under the People’s government 
are at variance; this situation is bound 
to last for some time until real unifica- 
tion of the nation takes place. Bank 
of China rates are repeatedly revised as 
cost of living increases and foreign 
exchange resources of the new govern- 
ment are small, Further and regular 
appreciation of foreign currencies is 
expected. 


Black markets are not severely con- 
trolled, the policy of the government 
appears to be to use operators in a 
discreet way and make their existence 
unnecessary by upping rates whenever 
there is good reason for it. So far, the 
policy of the People’s Bank of China in 
matters of foreign exchange has been 
reasonable and has received the sup- 
port of traders and bankers. Under 
most difficult conditions the People’s 
Bank dollar has gained the confidence 
of the Chinese people—which is an 
almost incredible feat considering the 
depredations and unending falsehoods 
of the KMT regime under which the 
people lost faith in the integrity and 
morality of government. Foreign 
bankers do not conceal their high 
estimation of the men in charge of 
national financial affairs in the new 
China—credit where credit is due. 
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COMMERCIAL REPORTS 


The Change Over 

The occupation of Canton by the 
Communists which has for weeks past 
been anticipated, has finally taken plate. 
With its occupation and the subsequent 
departure of the National Government 
and Nationalist troops Hongkong 1s 
prepared and ready to accept the new 
regime as another trading partner each 
being necessary and complementary to 
the other. As with all new manage- 
ments there are bound to be many al- 
terations in procedure, but asin business 
so with a Government the purpose of 
its existence lies in the service it does 
for the community for only in the well- 
being and prosperity of its nationals 
can a Government be acknowledged as 
desirable or successful. 

To go further it might perhaps be 
said that the acid test of communism 
lies with the new Government of China. 
The so-called Iron Curtain has so 
screened Soviet Russia that rumours, 
speculations and probably misapprehen- 
sions are rife about conditions within 
the country. The new Government in 
China has a clear field ahead. The people 
through generations of unstable gov- 
ernments, have acquired a knack of 
adapting themselves to new _ regimes 
and a patient toleration of their me- 
thods in the hope that they will pro- 
mise security and stability. This char- 
acteristic in itself is a great asset to- 
wards the success of the present new 
regime and its well wishers could not 
desire more. 

While Great Britain’s own Govern- 
ment is declared to be opposed to com- 
munism in any form and the Labour 
Party’s dismissals from its ranks of a 
mumber of its members who display 
Communist leanings is perhaps proof of 
this, no adamant theoretical concept of 
communism exists in Britain which 
could prevent the two ideologies from 
living amicably side by side. Nor should 
there be any hindrance to the continu- 
ance of that trade which is so essential 
to the well being of both. The new 
situation will require tact, forbearance 
and a fundamental recognition of and 
respect for each trading partner in the 
new scheme of things, but the basic de- 
sire to further the prosperity of each 
side of the Hongkong border must sur- 
mount all other considerations and will. 
it is to be hoped, go to prove that 
political opponents can carry on satis- 
factory trading relations with advant- 
age to each other. 


Canton’s Trade Disruption 

As could only be expected, Canton‘s 
markets were affected by the transi- 
tion from one governmental authority 
to the other and traders, uneasy as to 
what might happen in the interim de- 
cided to evacuate their commodities to 
Hongkong so that all available shipping 
space was booked for some days ahead. 
The suspension of a number of sailings 
however, prevented further shipments. 
Oil shipments were particularly heavy 
some 637 drums of Tungoil, 980 drums 
of teaseed oil and 326 drums of rape- 
seed oil were despatched but as Can- 
ton is heavily stocked with oils, parti- 


cularly vegetable oil, there was no 
prospect of a perceptible lessening of 
stocks before the occupation forces en- 
tered the city. 


At the same time cargo destined for 
Canton was stopped some days pre- 
vious to the occupation of the city be- 
cause of war operations in Kwangtung 
province. Chungking and Kunming 
buyers in Hongkong with large stocks 
of sulphur black and indigo destined 
for Canton were also unable to ship 
more than a small part of the 10,000 
piculs on hand and had to resell the 
remainder in the local market at a loss. 


The same story was repeated in the 
smaller transactions such as vacuum 
flasks, knitting wool, yarns, toilet ac- 
cessories, etc., and all shipments to Can- 
ton have been stopped, at least tem- 
porarily. 

The financial market reacted at once 
to the general tone of uncertainty and 
towards the end of the week no Can- 
ton T/T remittances were accepted by 
Chinese bankers in Hongkong and ex- 
cepting Government banks which re- 
mained open in Canton all other finan- 
cial institutions suspended operations; 
These included some thirty exchange 
shops. This state of affairs was how- 
ever, of short duration and as soon as 
the Communist administration offices 
began to function shops were ordered 
to re-open for business and the con- 
fidence inspired by this orderly re- 
sumption of business must react fav- 
ourably upon all markets. 


Rice Speculation 


One of the worst features of the 
situation has been the speculation that 
took place in rice on the open market 
as a result of the approach of the Com- 
munist armies to Canton and the sub- 
sequent uncertainty over supplies. 
Speculators who had bought up stocks 
in anticipation were able to force prices 
up to abnormal and unjustifiable heights 
and the process can only be described 
as disgraceful although the speculators 


themselves described it as causing a 
“further improvement” in the rice 
situation. 


Unfortunately the lower wage earn- 
ers were the greatest sufferers, as the 
chief demand during the week came 
from them for the poorer quality rice. 
The Governmeft’s announced intention 
to take dractic action if the tendency 
to charge excessive prices continued 
was therefore all the more welcome. 


During the week all quality rice in- 
creased in price and at’ one time sky- 
rocketted as much as $16 per picul in 
some cases. For instance Chai Mei, 
Canton Ist quality, first jumped from 
$77 to $92 per picul and the following 
day rose during the morning as high as 
$102 but fell later to $100, ending at 
$92; Crown Brand with red lined bag 
rose from $87 to $90; Fung Hing brand 
from $86 to $95; Unlong in the New 
Territory 1st quality from $86 to $95; 
lower quality rice improved from $50 
to $62 per picul; Siam Ist quality rice 
rose from $76 to $82 and 2nd quality 
from $70 to $79, 
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Hongkong Cotton Yarn Import From 


India Under Embargo 


In our issue of Sept. 29, page 397, 
reference was made to the present im- 
port embargo decreed by Hongkong 
Govt. (Dept. Supplies & Distribution) 
on Indian and Pakistan cotton yarn, the 
presumed purpose of this embargo be- 
ing the high stocks of Govt. yarn pre- 
viously acquired at higher prices which 
now, in a falling market, could only be 
disposed of at a loss for Govt. Indian 
yarn can however be imported if it is 
destined for re-export from Hongkong. 
The local knitting and weaving indus- 
try is dissatisfied with this embargo and 
has petitioned Govt. for a change of 
this ruling, however, no answer to the 
repeated petitions has as yet been 
vouchsafed by Govt. nor has an ex- 
planation been given to the public for 
this embargo. 


Provided that Govt. is anxious to 
effect sales of its yarn stocks at higher 
prices than are justified under present 
reduced world market price conditions, 
the imposition of the embargo cannot 
defended; Govt. is, through the Dept. 
of S & D, engaged in many trading 
activities, many of which, admittedly, 
have been in the best interests of the 
public and the manufacturers, but 
Govt., as every ordinary merchant, is 
not always making profits from busi- 
ness activities and when it seems that 
a loss is inevitable Govt. - protects 
itself, or at least tries to do so, by 
gazetting orders as in the present case 
of the Indian yarn embargo. If, how- 
ever, Govt. is motivated by the pro- 
tection of local cotton spinning in- 
terests, the question of the import 
embargo may be considered from an- 
other angle. It is however absolutely 
necessary that’ Govt. explains to the 
community its actions and refrains from 
following a policy of secrecy as has, 
especially in the case of affairs con- 
cerning the Dept. of S & D, been fre- 
quently observed and publicly censored. 
Until a statement by Govt. on the 
Indian and Pakistan cotton yarn em- 
bargo, as far as for use of local knitters 
and weavers, is forthcoming the merits 
or otherwise of this step shall not be 
judged. A further delay in making 
eo a statement is however inadmis- 
sible. 


Imports from Japan 


_Imports from Japan under existing 
licences are again permitted regardless 
of whether the goods were on board in 
Japan prior to Sept. 27 or not. Pay- 
ment for these imports will be accept- 
ed by the Dept. of Supplies & Distri- 
bution at the old exchange rate of 
HK$4.02 per US$1. This ruling comes 
into effect as from Oct. 12. 


However, new licences for imports 
from Japan will not be granted by the 
Dept. of S & D, and thus trade with 
Japan—as far as new business after 
sterling devaluation is concerned—re- 
mains suspended. 


The Hongkong-Japan trade position 
will be reviewed in full in our next 
issue of Oct. 27. 


LAS 


Shanghai-Hongkong 


Some 400 tons of assorted cargo 
mostly of cotton yarn, cotton piece and 
silk piece goods have reached Tientsin 
from Shanghai for immediate shipment 
to Hongkong. Fur, wool, eggs, ground 
nut (shelled) and other commodities 
are also expected by the same route. 


Taiwan-Japan Trade 


Trade between Japan and Taiwan is 
promoted by the Taiwan Government 
and to encourage exports a reduction 
in the export tax on camphor, sugar 
and other items has been announced. 
Camphor has been receiving especial 
attention and the Government is en- 
couraging forward deliveries. Fifty 
tons have been negotiated for shipment 
to America and 30 tons to Japan, E. 
Europe, ‘Germany and Belgium at 
US 40 cents per Ib. 

As far as Japan is concerned Taiwan 
is mainly interested in the purchase of 
textile machinery, cotton piece goods, 
and artificial silk, while Japan is ready 
to purchase sugar, camphor, salt and 
other Taiwan produce. 


Gunny Export Permits 


Local traders in Indian gunny bags 
have been advised by cable from India 
that the Government has decided to 
stop all export permits on gunny bags 
to Hongkong temporarily and that the 
Government may take over the control 
of exports of this article in future 
transactions. It is thought that this 
decision was taken because of the large 
stocks held in Hongkong and the ex- 
cessive drop in prices through lack of 
demand. An official fixing of prices 
and of quotas would lessen competition 
and increase the value of the gunny 
bags. Indian exporters have already 
been asked to register in readiness for 
arrivals and in addition the banks’ 
mortgage refusal forced the price still 
lower. According to information the 
official price would be set at the rate 
of HK$2.65 per bag c.if. Hongkong. 
During the week immediate forward 
buying was transacted at $2.55, falling 
later to $2.50 and at the close of the 
pene! spot sales fetched $2.51 per 

ag. 

There also appears to be some specu- 
lation as to whether the Hongkong mar- 
ket would be eliminated should direct 
South African-Indian trading become 
possible, but generally speaking local 
traders do not believe this will happen 
and that Hongkong will still continue 
to be the transit port for South Africa. 
In the meantime, however, no new 
offers have been received from South 
Africa which may have given rise to 
the rumour of direct trade between 
that country and India. 


British Industries Fair of 1950 

Arrangements are already under way 
for the twenty-ninth British Industries 
Fair to be opened in London on May 
8, 1950. As far as Hongkong is con- 
cerned this will be the third time the 
Colony has an opportunity to partici- 
pate in these fairs. 

The British Industries Fairs have 
always been successful but it is only 
since the war that the Colonies have 
actively taken part in them and this 
year it is thought that bookings may 
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exceed the space available. Hongkong 
last year occupied 347 square feet of 
wall space and 240 ft. of stand space 
while this year some 700 square feet 
is being provisionally granted to the 
Colony. The design of the space 
allotted last year to Hongkong which 
was planned by Messrs. Bankwin Dis- 
play Co. was most successful and doubt- 
less an equally attractive layout will 
be forthcoming next year. 

Circulars containing application forms 
for space will shortly be issued by the 
H.K.B.I.F. Committee and it is con- 
sidered advisable that firms wishing to 
ensure space in next year’s exhibition 
should register with the Committee 
now, especially as no obligation is en- 
tailed by doing so. 

Requests for registration for space 
and any other enquiries should be 
addressed to Mr. J. K. Ferris, Secre- 
tary, Department of Commerce & In- 
dustry, Fire Brigade Building. 


* * * 


INDUSTRIAL CHEMICALS 


The feeling is growing that a period 


of prosperous business is shaping. The 
volume of transactions has much in- 
creased of late and prices are steady 
to bullish allround. The few excep- 
tions to this rule comprise minor 
chemicals and mostly those not in de- 
mand in China. Shanghai and North 
China buyers continue conspicuously 
in the market and it is these people 
who have injected a note of strength 
in the local business since many weeks 
past. 

As the KMT blockade of Shanghai is 
considered practically in its last stage 
and trade with Shanghai is about to 
resume full blast, there is every hope 
here that the export of chemicals will 
further improve local prices. Other 
commodity markets are deriving much 
strength from the same source and 
there is growing hopefulness that pro- 
fitable and large-scale business is now 
beginning in real earnest. 

The take-over by the People’s gov- 
ernment of Canton will further create 
commercial stability and an increase in 
the volume of trade, both ways. Deal- 
ers in the chemical market were, 
irrespective of political convictions, if 
any, receiving the news of the collapse 
of the KMT and its little army with 
joyful anticipation of more and better 
business. That the civil war is over 
bar the shouting seems to be believed 
here and everywhere; the results of 
this change of conditions in China will 
be most beneficial to every field of 
commerce and industry. 


Business reports of last week:— 


Sodium silicate. Stock is scarce with 
regular local demands. Spot goods of 
ICI Crescent brand 750 lb. drums about 
$165 per drum whilst the forward sale 
to arrive late October is $143 only. 
Red amorphous phosphorus. As new 
shipments did not arrive, the selling 
price rose from $275 to $285 per case for 
the Canadian origin White Bear brand 
110 Ib. cases. Lately the market declined 
but buying interest is still intense, sales 
made at $263. Stearic acid. As the 
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cold weather season is setting in it is 
time for this face cream making mate- 
rial to show,strength in price. Austra- 
lian origin single pressed sold 98 cts. 
per lb., triple pressed at $1.12. Later 
the Australian double pressed sold 
$1.10 per lb, Some lots of Australian 
single pressed being of slightly yellow- 
ish colour sold at 86 cts. per lb. and 
many buyers like to take it. ~ 


Caustic soda solid. In our issue of 
Oct. 6 No. 14 (page 425) an erroneous 
statement was made with regard to 
ICI’s temporary suspension of sales the 
company’s desire having allegedly been 
to increase thus prices. The facts are 
however that the ICI stock ran low 
and thus there was a temporary under- 
supply of market requirements which 
had the effect of firming up the price. 
ICI was however quickly resuming 
sales when stocks were replenished 
and thus the company was able to 
effect a price reduction. It should be 
pointed out at this occasion that ICI’s 
sales policy here has been always in 
the interest of the consumers; when- 
ever there appeared a_ tendency to 
boost prices of one or the other chemi- 
cal without any sound reason for such 
development it was frequently ICI who 
brought the inflated price down by con- 
tinued offers to sell and the public at 
large is indeed owing this principal 
British chemical manufacturer a debt 
of gratitude for their sales policy 
pees after the end of world war 

Shanghai buyers were continually 
active. Both spot goods and forward 
sales rose. Under present heavy de- 
mand and stocks being not large the 
market is expected to be firm until 
new shipments reach Hongkong. ICI 
Crescent brand 6 cwt. drums sold $222, 
and then $224, $245 and finally $273 per 
drum, forward sales at $220 for de- 
livery in late October and $215 for 
delivery mid November. The USA 
origin 700 lb. drums sold $182 and 
finally $245, forward sales $192 to $205 
per drum according to the date of 
arrival (late October to mid-Novem- 
ber). As the indent price of USA 
origin maintains the same level of 
about $165, there is evidently a broad 
margin of profit for importation. Many 
new shipments are on the way. Total 
business for the past two weeks is 
about 3000 drums. 


Shellac. Market very firm. Export 
demand is normal. Superfine arseni- 
cated quality 164 Ib. cases sold from 
$353 to $365 per picul. The bleached 
shellac is about $2.20 per lb., but busi- 
ness is small. Glacial acetic acid. New 
shipment has arrived but larger ship- 
ments are to arrive in the next few 
weeks. The price was somewhat easier, 
the market is active. Italian origin 25 
kg. carboys sold around $1.15 per Ib. 
This item is urgently needed in North 
and Central China where higher prices 
rule. It is there also used for dyeing. 
Sodium hydrosulphite. Inquiries for 
USA origin 235 lb. or 250 Ib. drums but 
the stocks being short business was 
recorded for English origin 1 cwt. 
drums at $155 to $160 per picul. 
Sodium sulphide solid. Price is firm 
but market became quiet as stock is 
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scarce and buyers unable to pay more. 
ICI Chichin brand 5 cwt. drums once 
sold a few tons as high as $1250 per 
long ton. Goods are now on way to 
Hongkong. Sellers wish to sell forward. 
Sodium sulphide flake. Flake form in 
general is dearer than solid according 
to manufacturing cost, however as con- 
sumers here do not generally use flake, 
this form sold cheaper. USA _ origin 
400 lb. drums sold $680 per long ton 
only. Bleaching powder 70%. USA 
origin 130 lb. drums about $1.80 per lb. 
Price advanced a little but business 
was not much. Bleaching powder 35%. 
Stock is short. ICI Red Heart brand 
50 kg drums sold $31.50 per drum. 
British origin 1 cwt. drums about $28. 
If better drums the price is higher as 


drums of old stock are rusty and 
broken, There was some indent busi- 
ness at $24.50 per drum for British 


origin. Sodium bichromate. Australian 
origin 560 lb. drums sold at 72 cts. only, 
lowest in the past two years. 


Potassium bichromate. German make 
700 lb, drums crystal form sold $1.09 
per lb. for a few tons. Price at stand- 
still. As some export demand exists, 
the future market looks steady if not 
upward. Sulphur powder. USA origin 
100 lb paper bags $33 per picul, later 
$32 as new shipment arrived. As de- 
mands prevail market cannot come 
' down until large shipments replenish 
short stock. Tale powder. Market 
quiet, only a few tons of Japanese 
cargo were sold at $280 per metric ton 
in 40 kg. white sheeting bags. There is 
an indent offer for cargo from Norway 
100 kg. bags at $205 per metric ton. 
Sulphur black. National’s 693 brand 
100 catty drums sold $285 per picul, 
now about $300. The KHH brand 100 
catty drums sold $225 picul. In Spring 
1947 this dyestuff once sold up to $2600 
per picul, and when the market is USA 
was also much affected by China de- 
mands it sold there up to US$3 per lb. 
As profit stimulated imports. this dye- 
stuff has congested local godowns for 
the past two years. Soda ash. Market 
upward for USA origin but steady on 
ICI product. As ICI dense 90 kg. bags 
is cheaper exporters buy around $38 
per bag. The USA origin dense 100 lb. 
paper bags is a fresh shipment. It sold 
from $21.50 to $23.50 per bag. French 
origin fluffy grade 100 kg. bags sold $34 
per bag. Glycerine. Dutch origin 350 
kg. drums sold at $1.72 per lb. Red 
lead. Australian origin 560 lb wooden 
barrels sold $115 per picul. Potassium 
ferrocyanide. Demands increased but 
price declined. If stock gradually de- 
creases the future market is expected 
upward. Present price is about 50% 
below indent offer. Several tons sold 
at 80 cts. per lb. for the 400 lb. drums 
crystal form. tLithopere. Price came 
down but demand is still .+tive. After 
Dutch origin 50 kg. «ss soid 47 
per lb., the Belgian orig... 100 kg. bags 
sold at 42.5 cts. MBT. over 100 drums 
were transacted. USA Vanderbilt 200 
lb. fibre drums sold $1.95 per Ilb., 
Cyanamid of the same packing at $2. 
English Monsanto 224 lb. metal drums 
sold from $1.71 to $1.75 per lb. DPG. 
Regular local demands but few export 
inquiries. English Monsanto 1 , 


ate 


drums sold $2.15 per lb. Ultramarine 
blue. The USA origin 224 lb. fibre 
drums, sold $115 per picul. Bright 
liquid gold. Market unchanged. Small 
lots sold at $36.50 per bottle for Hano- 
via 28 gram bottle. Naphthol. This is 
also an auxiliary chemical for dyeing. 
This chemical with a suffix ASD of Du 
Pont 60 kg. drums is around $2000 per 


picul. Demand is rather heavy from 
Shanghai. 
Rosin. Both prices of USA origin 


and native were upward. Demands 
from Taiwan and North China rather 
urgent. Flying Wheels brand native 
rosin of No. 1 quality sold $39.50 per 
picul, the second quality sold $33 to 
$34. As to foreign products, the H, N, 
WW grades are unavailable, therefore 
the lower quality G grade was sold 
from $85 to $88 per picul gross for net. 
This G grade is packed in drums of 
537 lbs. gross. If WW grade is on the 
market, it may be sold at $100 per 
picul. Extract of Quebracho. Very 
small quantity sold at $83 per bag for 
Crown brand 105 lb. bags. Extract of 
mimosa. Elephant brand 1 cwt. bags 
was sold $52.30 per bag for a few tons. 
Citric acid. English origin 1 cwt. ply- 
wood drums_ crystal form was_ sold 
between $2 and $2.05 per lb. It has 
dropped about 20% as compared with 
its highest record this year. Nitri cacid 
The stock became short both for USA 
and Dutch origin. Demand being not 
heavy the price is still sluggish. Dutch 
origin 80 kg. carboys sold 63 cts. per lb. 
Zine oxide. Price continues upward. 
Japanese origin 50 kg. wooden barrels 
sold 88 cts. per lb. with export permit 
from 90 cts. to 95 cts., Belgian origin 
50 kg. bags around 90 cts. South 
African origin 1 cwt. bags is also on 
the market and sold 72 cts. per lb. only. 
After the USA origin 50 lb. paper bags 
sales of 95 cts. per lb. were established, 
the USA origin 150 lb. drums sold up 


to 99 cts. Phenol formaldehyde. This 
molding powder is used for making 
bakelite. The ICI 50 kg. drums brown 


colour was sold $1.30 per lb., for black 
5 cts. more. Coumarin. This essence 
is expensive. French origin 1 lb. tin 
was sold $17.50 per tin. Acetic anhy- 
dride. Some business was recorded 
but not so bullish as previously. Both 
448 lb. or 480 lb. drums were sold $1.40 
per lb. Sodium nitrate. Importers sold 
ten tons of Belgian origin 100 kg. bags 
at $28 per piculs dealers resold at $30. 
Paraffin wax. Although USA prices 
down yet it is the consuming season 
and the market shows interest. AMP 
143/150 nine slabs to one carton sold 
from $77 to $84 per picul, and AMP 
160/165 of the same packing from $97 
to $100. 


Saccharine. Market dull. 
demands with the exception of some 
interest by speculators. Monsanto 
granular soluble in 100 lb. drums is 
about $12 per tin. Sodium bicarbonate. 
Business normal. ICI 50 kg. drums 
sold at $22 per drum. DNCB. Tientsin 
buyers are in the market again. They 
always require a melting point of 46.5 
degrees C. Du Pont 500 lb. drum sold 
$1.06 per lb., and Monsanto 600 lb. 
drums at $1.07. Sodium cyanide. N.E.I. 
buyers have bought hundred drums 


No export 


from the market. However, the price 
came down from 88 cts, to 87 cts. per 
lb. Phenol USA origin 475 lb. drums 
sold 78 cts. per lb., and English Mon- 
santo 448 lb. drums continue to be 
lower, Business done at 70 cts. per lb. 
only. At present the price is deemed 
steady unless dealers are urgently in 
need of money. Caustic potash. Al- 
though it is the sister chemical to 
caustic soda, it cannot rise and follow 
soda alkali. The French origin about 
800 lb. drums is 62 cts. per lb. Sodium 
acetate. This chemical is about $1.50 
per lb. packed 100 kg. wooden barrels. 
Zinc chloride. This is the season of 
making dry cells therefore substantial 
business was recorded. Belgian origin 
1 cwt. drums sold $1200 per long ton. 


HONGKONG COMMODITY 
MARKETS. 


Cotton Piece Goods & Yarn 


Cotton piece goods which rely very 
much upon Canton for a market have 
been greatly affected by the approach 
of the Communist armies to that city, 
which to a considerable extent has put 
a stop to ordinary commercial dealings. 
Prices accordingly dropped to a further 
low level: in grey sheetings, Bellman. 
fell to $46.50 per piece, Mammoth Bird 
was Offered at $48 and $47, Fairy Eagle 
touched $46.50, Dragon Head fell to 
$49; in drills Flying Goose fell from 
$55 to $53 per piece, Water Duck from 
$54 to $51.50 and Golden City from $56 
to $54 per piece; in white cloth Foun- 
tain Hill dropped $53 and Hsun Liang 
Yu was offered at $48; in black cloth 
Bee & Eagle fell to $55, Golden Cup 
was Offered at $53 and Nan Cheong at 
$58.50 per piece. 

Cotton yarn has been similarly affect- 
by the loss of the South China market. 
in 10 counts Camel fell to $920 per bale 
and Golden Mountain to $950; in 20’s 
Awakened Lion was offered at $1060, 
Double Horse at $1400, Golden Star at 
$1100 per bale, Prosperous stood at 
$1060 and Water Moon at $1150 per 
bale; in 40’s Fairy Peach was quoted at 
$1750 per bale. 


Metals 

Activity was created in mild steel 
plates, thin, by demands from Shanghai 
and Tientsin; spot, cargo was consider- 
ably reduced and buyers turned _ to 
forward bookings 1/32” being indented 
for from France at £47 per ton and 
1/16” at £40, giving a profit of around 
40%; prices for spot were: 1/32” $85 
per picul, 1/16” $62 improving further 
to $70, %” $59 per picul. Japanese 
galvanised mild steel sheets, thin, were 
normal, G.30 3’ x 7’ sold at $14 per 
viece, but fell to $13.80, and 3’ x 6’ 
stood at $12.50, while Belgian 3’ x 7 
fetched $15 per piece and forward de- 
livery was offered at $9.40 and booked 
at $9. per piece. Galvd. mild steel 
sheets, thick, improved slightly, Japan- 
ese G28 3’ x 7 selling for $1.15 and 
$1.20 per lb., G26 fetching 90/95 cents 
and G24 80/85 cents per lb. with for- 
ward delivery at 70 cents for G24. 
Stainless steel, USA, was featureless: 
G24 3’ x 8’ was offered at $4.90 per lb. 
but without sales, old stock of G18 
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3’ x 10’ fell to $3.70 per lb. British 
aluminium sheets met with heavy de- 
mands from local factories as a result 
of a shortage of spot cargo in the USA 
make and was also required for Tien- 
tsin, and prices rose accordingly: 4’ x 8’ 
1/32” to 1/16” improved to $1.90 per lb., 
and rolled sheets 24” wide G27 fetched 
$2.30 per lb.; Japanese 1m. was short 
of stock 1/32” and 1/16” fetched $1.70 
per lb. Although buyers from Thailand 
and Taiwan have been out of the mar- 
ket for some time the price of galvd. 
pipes remained firm as a result of no 
new arrivals: %” stood at 60 cents per 
foot, %” at 72 cents, 1” & 1%” im- 
proved slightly to $1.50, 2” also rose to 
$2.10, 4” however fell to $6.20 per foot; 
forward bookings for 34” showed a 
further increase to 70 cents; but no 
interest was shown at this price. New 
arrivals of Japanese wire mesh 3’ x 
100’ of 16 mesh filled Singapore re- 
quirements at the high price of $70 per 
roll (green). Barbed wire dropped 
further with the cessation of trade with 
Canton and with a succession of ar- 
rivals from abroad: French 3” width 
4 barbs in 1 cwt. packing was offered 
at $50 per bundle, Belgian '% cwt. 
packing fell from $31 to $29, Japanese 
% cwt. packing was offered at $25. 
Iron hoops had an active market: USA 
.015 specification 3” stood at 80 cents 
per lb., %” to 5” improved to 75 cents 
and 72 cents per lb., British C27 white, 
however, fell to 58 & 57 cents per lb. 
Wire nails showed no improvement and 
only a small turnover was_ effected: 
Czechoslovakian, Polish and _ Italian 
11%” to 3”, excluding 134”, in 250 lb. 
kegs were offered at $44 per picul and 
the Belgian make at $45, medium size 
specifications were reduced to $40 per 
picul for forward delivery; locally 
manufactured wire nails 1” to 4” fell 
from $44 to $43 per picul. Heavy ar- 
rivals of tinplate waste from the USA 
are expected shortly, but on the other 
hand demands from China have slack- 
ened as a result of the civil war, con- 
sequently prices fell: ordinary grade 
18” x 24” was reduced to $89 per 200 
Ibs. and even to $87, first grade was 
offered at $90; British 10” x 10” first 
quality in tonnage packing was offered 
at $85 per 200 Ibs. and sold at $84, ex- 
godown price dropped to $82 per 200 
lbs. and forward delivery was at $77. 
Falls were also registered in electrolytic 
tinplate, USA, which was offered at $85 
and dropped to $80 and $79 per 200 lbs. 
Misprint tinplate was in demand tor 
local requirements but the price could 
not improve: USA white base was 
offered at $54 per case for spot and $45 
for en route cargo this being later 
reduced to $40 per case, black base was 
offered at $45 for spot and $35 for en 
route cargo. The price of pig lead in 
New York has been cut following the 
arrival of a large quantity of lead from 
Yugoslavia, and in the United Kingdom 
the official price has been reduced to 
£119 per long ton; locally short sup- 
plies, as a result of few arrivals from 
abroad or from China, have.caused a 
rise in price: the Canadian product im- 
proved to $125 per picul and Australian 
standard quality sold at $115; lead 
compound improved to $90, zinc lead 
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compound rose to $78; printing lead 
sold at $88. Taiwan was in the market 
tor China antimony and 99% improved 
to $220 per picul while 96% to 97% 
fetched $200 per picul. 


Glass 


The shortage of supplies of glass 
from Japan, owing to the local restric- 
tion on imports imposed by the Dept. 
of Supplies & Distribution, would have 
affected the market more had it not 
been for the difficulty of trading with 
Canton under present conditions, the 
bulk of shipments to that port having 
been cancelled. French glass 16/18 oz. 
100 ft. was offered at $26 per case and 
Polish 200 ft. at $52; Czechoslovakian 
400 ft. 44 oz. best specification fetched 
$465 per case; Belgian 200 ft. 24 oz. 
Was offered at $60 per case, giving no 
profit as the cost of new arrivals has 
been raised. 


Paper 


Information has been received from 
Paper manufacturers in Czechoslovakia 
that the indent value for Woodfree has 
been raised to £75 per metric ton, that 
of Cardboard to £57 and Bank paper 
to £88. With Tientsin and Shanghai 
buyers active the market showed an 
improvement, newsprint in rolls 52 gr. 
31 in. and 43 in. selling for 321%% and 32 
cents respectively and newsprint in 
ream fetching $18.30 per ream for 48 
Ibs., and $17 for 46 Ibs. in ream; 
Woodfree 68 lbs. quality sold for 66 
cents and 80 & 100 lbs. for 65 cents; 
cardboard fetched $130 per ream for 
220 lbs. quality and $140 per ream for 
240 lbs. Aluminium foil thick quality, 
USA, 4%” x 634” rose from $2.20 to 
$2.40 per lb., British and Canadian 
thin quality however, fell to $2.80 and 
$2.85 per lb. respectively from the 
previous price of $3 and $2.90. The 
demand for cigarette paper having 
slackened prices on the whole fell: in 
29 mm. 6000 m. Rene Bollore brand 
dropped from $19 to $16.50 per bobbin, 
Ecusta brand stood at $22, Smoking 
Tiger fell to $19.80, Centennial to $18, 
and Elephant brand to $19. Being 
short of stock, British cellulose paper 
improved in price: 36” x 39” rose to 
$81 per ream, 40” x 45” fetched $97 
and 40” x 51” rose to $110 per ream 
against the earlier price of $105; other 
makes fell, USA and Belgian 36” x 39” 
to $76 each per ream as against $78 
and Czechoslovakian to $69 as against 
$70, French and Italian makes remain- 
ed firm at $78 and $72 respectively. 


Cigarettes 


Sales of cigarettes were affected by 
the slackening of trade in Canton owing 
to the approach of the communist 
armies and with heavy stocks placed 
on the market prices in some _ cases 
showed a_ considerable drop: Lucky 
Strike was reduced from $440 to $415 
per case, Gold Flake 10’s fell from 
$12.50 to $12 per carton and 20’s from 
$21.50 to $20.80, Players 10’s dropped 
from $22.50 to $21, Three Castles from 
$25.50 to $24, Craven ‘A’ from $23.50 
to $22.80 and Black & White from $29 
to $28 per carton; in packings of 10 tins 
Garrick fell from $41 to $38, Gold 
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Flake from $23.50 to $23, Three Castles 
trom $27 to $26.50, Players from $24 
to $23, Capstan Magnums from $28 to 
$27.60, Capstan from $21.50 to $2), 
Craven ‘A’ from $23 to $22.50. 


Cement 


No relaxation having been announced 
last week by the Dept. of Supplies & 
Distribution in regard to the prohibi- 
tion on imports from Japan, dealers 
were doubtful whether they would be 
able to avail themselves of an offer of 
8,000 tons of Japanese cement for im- 
mediate shipment at the selling indent 
price of HK$115 per metric ton in 100 
lb. bags; failing an offer, the possibility 
existed that the quantity in question 
might be sent to Macao, A new arrival 
from Taiwan of 2000 tons, the equiva- 
lent of 40,000 bags of 1 cwt., was dis- 
posed of at the en route price of $118 
per ton and $6.40 per bag buyers frorn 
Macao being in the market for this 
quality, later the price was $6.6) per 
bag. Indochina Red Dragon brand was 
short of stock and the price improved to 
$6.30 and $6.50 per 1 cwt. bag for spot. 
Danish Bates brand white cement in 1 
ewt. bags stood at $15.50 per bag. 
Green Island cement stood at the offi- 
cial price of $5.60 per 94 Ib. bag, and 
$6.50 per bag of 112 lbs., while “emeral- 
erete’” rapid hardening cement was 
sold at the usual price of $7.50 per bag 
of 112 lbs. and “snowcrete” British 
white cement stood at $55 per drum of 
375 Ibs. nett; “snowcem” cement paint 
fetched the usual price of $58 per steel 
drum of 112 Ibs. nett ex-godown. 


Vegetable Oils & China Produce 


The second lot of tungoil (wood oil) 
was received from Shanghai by the s.s. 
Leong Bee and disposed of at the price 
of $165.50 per picul the quality being 
considered better than the previous 
quantity; a third shipment of about 
2000 drums is expected by the s.s. Fly- 
ing Clipper; with Canton practically 
out of the running where supplies are 
concerned these shipments are  wel- 
come. Exports of tungoil from October 
1 to 10 amounting to 1000 tons went 
mainly to the USA, the New York spot 
price improved to US 251 cents per 
lb.; orders from Europe have declined. 
At the opening of the market trans- 
actions took place at $167 per picul with 
export permit and $166 without permit, 
rising to $173 with permit. Teaseed oil 
5% acid with a suspension of supplies 
due to the tall of Canton kept high, 
selling at $168 and $175 per picul as 
against $153 previously. A shipment 
of rapeseed oj) amounting to 200 drums 
was received from Shanghai, but buy- 
ers showed no interest, North River, 
Kwangtung, quality was offered at $103 
per picul with export permit, and a 
counteroffer was made at $98 but no 
transaction took place. Stocks of 
aniseed oil standard quality were short 
and dealings took place at $760 per 
picul. Stocks of sesame seed oil- were 
replenished with shipments from 
Shanghai and it was offered at $250 per 
picul. With Tientsin and South Korean 
buyers in the market for China rosin 
and with doubts as to obtaining further 
supplies from Canton under existing 
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conditions, the price rose: East River, 
Kwangtung, quality sold at $45 and $50 
per picul as against the previous price 
of $35, the West River product fetched 
$44.50 and $48 as against $34. ‘ 


Ores 

With the fall of Canton sellers kept 
up the price of China. tin ingots: 
Kwangsi (Ho Yuen) standard 99% 
without export permit sold at $610 and 
Yunnan improved to $598 with permit 
and $565 per picul without permit. 
Tungsten (wolfram) ore, affected by 
the conditions in Canton rose from $215 
per picul to $220 for 65 deg. and for 
80% from $172 to $175 per picul. 


Bristles F 

London buyers of Chungking black 
bristles at 21/- per lb. have since the 
devaluation increased their offer to 
21/5d per lb.; however arrivals of this 
commodity from Chungking are ex- 
pected to be short following the fall of 
Canton. U.S. buyers have shown no 
interest in -Chungking bristles but 
transactions in Hankow bristles were 
recorded at -US$6.30 per lb. Cable 
offers to Tientsin from Hongkong for 
Tienstin 55 short at US$6.05 per Ib. 
were noted. Traders anticipate that 
altogether some 4,000 cases of bristles 
will be exported this month. A ship- 
ment of six sets of N.E. China bristles 
may be expected to arrive shortly. 


Beans 


The arrival of several shipments of 
beans added to the already heavy 
stocks on hand, creating a dull market 
during the week. Dairen soya beans 
were sold to Singapore merchants at 
$40.20 per picul, and other transactions 
took place at $40.50 a drop against the 
earlier price of $40.90; a further de- 
cline is anticipated. Kalgan green beans 
had a small turnover at $53 per picul 
for first quality, an improvement 
against the price of $47 at the opening 
of the market and as the spot stock 
of this commodity is light the price is 
expected to rise further. Shipments of 
beancake are shortly arriving and en 
route sales were made at $32 per picul 
and at $31. 


Wheat Flour 

Several lots of wheat flour have ar- 
rived in Hongkong, but the market has 
been dull. Re-export flour Delta’s 
Queen brand sold at $19.50 per 50 Ib. 
bag, while White Greens brand expect- 
ed from the USA next month was 
offered at $21 per 50 lb. bag forward 
booking. Australian flour realised $17 
per bag an increase against the earlier 
price of $16.40. 


Tea 

About 6000 packages of tea arrived 
from Taiwan: Broken Orange Pekoe 
first quality fell in price from $280 to 
$265 per picul, Orange Pekoe fell from 
$250 to $235. 


Sugar 

Taiwan sugar continued to rise dur- 
ing the week and forward bookings 
from two shipments due at the end of 
this month realised a price of $43.80 
per picul. There seems every prospect 
of the market improving still more. 
Thailand was a keen buyer of Taiwan 
sugar, requiring some 160,000 bags and 
the first shipment of 40,000 bags left 
recently for Bangkok. Philippine buy- 
ers are also negotiating for Taiwan 
sugar to the amount of some 10,000 
metric tons with shipment direct to 
the Philippines: the price quoted is 
US$110 per ton fob Keelung, but the 
seller is asked to put up a 2% guaran- 
tee against non-delivery. The price on 
the local market for Taiwan refined 
sugar showed an improvement, dry 
bags selling at $45 per picul an in- 
crease against the previous price of 
$44.20, while moisture-damaged bags 
sold at $44.50 per picul. 

British refined sugar also registered 
an improvement and choice quality 
was transacted at $50 per picul, first 
quality at $48.50 and second quality at 
$47.50. African brown sugar first 
quality fetched $43.50 per picul and 
second quality $42.60 per picul. 


Foodstuffs 

Chinese sausage casings meeting sea- 
sonal demands had an active market: 
first quality improved from $1400 to 
$1460 per picul, and second quality 
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from $1360 to $1380 per picul; replen- 
ishment of stocks is expected to meet 
with difficulties in the future. 

A shipment of eggs from Canton had 
to be returned to that port to meet 
shortages caused through the civil war 
operations and as the usual supplies 
could not be obtained from the sur- 
rounding districts the price rose to $30 
per 100 as compared with the Hong- 
kong price of $19 per 100. It is not, 
however, anticipated that there will be 
a shortage locally as plentiful supplies 
are due from Kwangchow-wan, the 
price quoted being $120 for 700 hen 
eggs and $250 for 1000 duck eggs, and 
Tientsin is also expected to continue to 
fill local requirements, the price on the 
local market being $125 per 700 eggs. 

Kwangchow-wan is also supplying 
local needs in cattle, the price for cows 
being $180 per picul and pigs $220 per 
picul, ; 

A shipment of about 17,000 cases of 
American fresh fruit was received: US 
delicious apples sold at $42 per case, 
ordinary quality at $33; red grapes 
fetched $35, black $38, green $30 per 
case; “sunkist” orange fetched $52 for 
200/220 counts, $45 for 225/280, $43 
for 345. 


Hongkong’s Trading Partners for 

May 1949 

Due to oversight in the printing de- 
partment and by the proofreader of 
this Review several mistakes occurred 
in the issue of Oct. 6, No. 14, under 
‘Trading Partners of Hongkong’. Cor- 
rections are given below:— | 

Page 451 under Australia: following 
“Manufactures of leather, not includ- 
ing articles of clothing” the item “Tex- 
tile fabrics and small wares” should 
read “Textile materials, raw or simply 
prepared .... $1,189,786.” 

Page 459 under Holland: following 
“Manufactures of base metals, n.e.s.” 
should come “Machinery, apparatus & 


appliances $5,182” followed by 
“Electrical machinery, apparatus & ap- 
pliances .... $53,678 .... $650”. 


Page 463 under Spain: the third item 
should read “Wood, cork & manufac- 
tures thereof .... $30,000”. 
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Survey of Economic Developments in Japan 


The  disinflationary 
started with the establishment of a 
balanced budget, has already given 
rise to transitional confusion in various 
fields of the Japanese economy. Since 
the beginning of the year, the note 
issue has continued to decrease and 
blackmarket prices, which had been 
more or less unchanged from the sec- 
ond half of the previous year, indicate 
2 slightly declining trend. Transactions 
in general also declined and stocks of 
merchandise increased. The restriction 
on loans caused severe monetary 
stringency which was further accentu- 
ated by the cautious attitude of bank- 
ing institutions. The above conditions, 
combined with the reduction of sub- 
sidies and the fixing of a single 
exchange rate, made it necessary to 
rationalize enterprises, as a_ result of 
which unemployment is expected to 
increase. In addition, the economic 
depression abroad adversely affected 
exports. 

Money and Credit:—Currency circu- 
lation which showed a_ reactionary 
expansion in the latter part of April 
again turned to decrease in May. A 
steady contraction of the note issue 
was witnessed in spite of the increase 
of government payments, as the excess 
of government payments returned to 
the Bank of Japan through banking 
institutions. Reflecting the currency 
contraction, monetary stringency has 
been pronounced. Government pay- 
ments, the delay of which had been 
mainly responsible for the monetary 
Stringency at the beginning of the year, 
improved from the latter part of April, 
but banks have hesitated to advance 
loans freely, in fear of a business de- 
pression, Also with a view to checking 
inflation, official restrictions were put 
on loans of the Reconstruction Finance 
Bank which previously were important 
in industrial financing. The aggregate 
total of advances by the Bank during 
the period from January to March this 
year represented about 80% of loans 
of all banks, and accommodations for 
equipment funds were about 70% of 
the outstanding amount at the end of 
March. As 79,475 million yen or about 
60% were loans to key industries such 
as coal, iron and steel, fertilizer, electric 
power, at the end of March, the sus- 
pension of loans by the Bank affects 
these enterprise. In view of the present 
monetary stringency, the utilization of 
the counterpart fund of U.S. aid is 
expected particularly for the advances 
to key industries. 

Security Market:—Following the 
brisk activity in April, the stock ex- 
change in May registered animation 
through selective buying of second-class 
shares. Stimulated by the suspension 
of reparation removals of industrial 
equipment, a bullish sentiment prevail- 
ed. However, revised transaction 
methods prevented smooth dealings, as 
a result of which the general sentiment 
became bearish toward the end of May 
while off-market transactions remained 
active. The stock price index (Aug. 
1946=100) averaged 700.3 in May, or 
19.4% above the previous month, 
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reflecting the bullish sentiment. By 
industry, advances in quotations were 
most conspicuous in mining (57.8%), 
fishing (30.8%) and mechanical engin- 
eering (29.4%) whilst textiles, com- 
merce, chemical industries, bank and 
insurance stocks showed a decline. The 
transaction volume registered an in- 
crease of 36.4% compared with the 
previous month. 

Since the end of January this year, 
when a directive concerning prepara- 
tion for the reopening of the regular 
stock exchanges was issued, arrange- 
ments had been made in the main cities. 
On May 12th, SCAP authorized the 
reopening of exchanges in Tokyo, 
Osaka and Nagoya. The reopening is 
an important step toward the normal- 
ization of the Japanese economy, by 
which surplus money will flow into 
industrial production, safeguarding the 
interest of investors. In the reopening 
of the exchanges, protection of inves- 
tors and prevention of speculative 
trends are fundamental requirements. 
The following principles for transac- 
tions were suggested by SCAP and 
approved by the Stock Exchanges and 


Security Association. 1. Clarification 
as regards timing of order and actual 
transaction. 2. In _ principle, listed 


shares must be dealt at the regular 
stock exchanges. Off-market transac- 
tions shall be prohibited. 3. Term 
transactions are strictly prohibited. 
These principles complicate the 
mechanism of transactions due _ to 
unskilled personnel and inefficient or- 
ganization. Particularly the prohibition 
of off-market transactions which had 
hitherto played an important role affect 
the market. 

Pricesi—Reflecting the general mon- 
etary stringency caused by the dis- 
inflationary policy, the slackening of 
blackmarket prices became more con- 
spicuous in May. The actual price 
index of consumers’ goods in May 
(Sept. 1945=100) averaged 820, or 
1.5% below the level of the previous 
month. With the sole exception of 


subsidiary food and daily necessities, 
all commodities declined. The index 
of producers’ goods for May also 


registered a decline of 1.8% compared 
with April. On the other hand, official 
prices have been _ successively raised, 
as a result of which the difference 
between blackmarket and official prices 
has gradually narrowed, the ratio of 
the former to the latter in May being 
2.6 times for producers’ goods and 2.5 
times for consumers’ goods as against 
5.9 and 7.2 times in June last year. 
This slackening of blackmarket prices 
may reflect a decline of purchasing 
power caused by monetary stringency. 
Accordingly, the establishment of a 
new price structure based on the bal- 
anced budget and a single exchange 
rate will become an important problem. 
The government decided to stabilize 
price level comparatively low but the 
advance of import prices through the 
establishment of a single exchange rate 
gives rise to a difficult problem. 


From the viewpoint of the normal- 
ization of economic conditions and 


economy in government expenditure, 
the adjustment of domestic prices to 
the international level and the reduc- 
tion of subsidies are essential. This 
should be realized by the improvement 
of the operation rate of industries and 
market situations. 


Labour:—Despite objections of labour, 
the Personnel Organization Law passed 
the 5th Diet on May 3ist. Based on 
this law, a large reduction of govern- 
ment employees will be realized by the 
end of September. The actual number 
to be discharged is estimated at 256,000, 
including 70,000 local government em- 
ployees. In opposition to the enforce- 
ment of this law, labour unions of 
government employees have started 
agitation and regional conflicts. Re- 
flecting the economic depression, civil 
employment which had become stag- 
nant toward October last year, register- 
ed a declining trend from the beginning 
of this year. Employment showed a 
decline of 0.29% from February to 
March, the decline being higher in 
smaller enterprises of 50-200 employees 
(0.68%) than in those employing more 
than 200 persons (0.25%). The reduc- 
tion rate in enterprises employing less 
than 50 persons is higher. The reduction 
was most conspicuous in coal mining, 
cotton spinning, cotton weaving, tim- 
bering and marine transportation. 

Reflecting this situation, labour dis- 
putes increased from February this 
year on account of objection to per- 
sonnel readjustment. The number of 
disputes in April was 269 with 1,059,000 
participants, showing a large advance 
compared with 176 and 384,000 persons 
in January. The increase in the large- 
scale disputes was conspicuous; labour 
disputes followed by action with more 
than 1,000 participants were 4 involving 
46,000 persons in March and 19 with 
176,000 persons in April, whilst no 
large disputes occurred in January. The 
largest disputes followed by action 
involved the Hitachi Engineering Co., 
Mitsubishi Electric Engineering Co., the 
Shibaura Electric Engineering Co. More 
important disputes not followed by 
action affected the Coal Mining Labour 
Union and the Electric Industry Union. 
Disputes concerning wages were most 
frequent, (58 out of 127 cases in March 
and 57 out of 181 cases in April), but 
noteworthy increase was in disputes 
relating to business rationalization, 
such as objection against lock-outs and 
suspension of operation; opposition to 
dismissal and demand for an increase 
in retirement allowance (46 cases in 
March and 60 cases in April). Objec- 
tion to the proposed revision of labour 
laws caused 37 cases in April. Disputes 
in which labour did not succeed in- 
creased, reflecting the unfavourable 
economic situation. 


Food Situationi—Despite the  off- 
season, the food situation in April and 
May has been favourable. Staple food 
was fully distributed on the basis of 
the general ration of 2.7 go throughout 
this period, whilst a shortage of 248,000 
Koku was experienced in the corres- 
ponding period of the previous year. 
The favourable food situation was 
mainly due to improved delivery, the 
increased release of imported foodstuffs 
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and an improvement in transportation. 
The original delivery of the 1948 crop 
rice was completed in February this 
year, and the excess quota was also 
covered by April 10th, the aggregate 
total purchased by the government up 
to the end of May being 32,270,000 
Koku as against 30,580,000 in the same 
period of the previous year. Imports 
of foodstuffs from the beginning of this 
crop year were also favourable, actual 
imports totalling 1,030,000 tons by the 
end of April (780,000 tons in the pre- 
vious year) and the aggregate volume 
released by the end of May was 900,000 
tons (810,000 tons last year). Trans- 
portation of 1948 crop rice by the end 
of May reached 7,850,000 Koku or 97% 
of the planned volume (6,590,000 or 
97% last year). 


Industries 

Production in  general:—Production 
in manufacturing and mining industries 
continued to show an upward trend 
since the beginning of the year. The 
production index (19383—35=100), ad- 
vanced from 66.3 in January and 69.7 
in February to 74.5 in March, and a 
post-war peak of 77.1 in April (3.5% 
above th? previous month). 

Compai'ed with the previous month, 
the output of manufacturing industries 
in April advanced by 6.4%, whilst 
mining industries showed a decline of 
8.2%. The decline of mining produc- 
tion in April following a marked ad- 
vance at the end of the previous fiscal 
year (an increase of 16.7% in March) 
was seasonal. Among manufacturing 
industries, a favourable increase was 
in machine tools (6.8%), chemicals 
(6.6%), ceramics (7.1%) and the spin- 
ning industry (6.7%), whilst timbering 
showed a decline (18.1%) and the 
metal industry remained unchanged (an 
increase of 0.6%). A recovery was also 
registered in the food processing branch 
(38.2% ). 

In comparison with the corresponding 
month of the previous year, production 
registered an advance of 44.4% on the 
average. The advance was pronounced 
in the metal (94.83%) and food process- 
ing industry (117.8%). 

Actual output of important materials 
in April was as follows: 

(1) Coal:—Coal production, 
had reached a post-war peak of 
3,571,484 tons in March, declined in 
April to 3,260,500 tons (99.4% of the 
monthly target) and further to 2,686,400 
tons in May. This decline was attribut- 
able to labour disputes. Toward the 
end of May when disputes were over, a 
recovery was witnessed. Stimulated 
by a memorandum issued by SCAP on 
March 10th, which required coal mines 
to discontinue their customary depen- 
dence on government assistance and to 
establish a _ self-supporting manage- 
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ment, coal mines set about business 
rationalization, which showed smooth 
development. Largely due to the 
restrictive measures on new employ- 


ment suggested by SCAP. the number 
of workers in coal mines gradually de- 
creased but the ratio of underground 
miners to total workers increased to 
57% in April and May, with the result 
that monthly output per registered 
miner in April advanced to 7.37 tons, 


or 26.4% above that reported a year 
earlier. However, owing to the restric- 
tions on financial accommodation to 
coal mines the shortage of funds, 
especially working funds, at coal mines 
became. serious. Banks are hesitating 
to make advances to coal mines which 
are suffering from deficit. On the 
other hand, receivable accounts of the 
Solid Fuel Distribution Public Corpora- 
tion increased to 19.6 million yen at 
the end of May. As to effective de- 
mands for coal, unsold stocks of low 
grade coal increased. In view of this 
situation, the Solid Fuel Distribution 
Corporation Law was revised and as a 
result of this revision the Corporation 
ceased to purchase low grade coal. 


(2) Electric power:—Electric power 
generation was 3.057 million kw.h., 
or 9% over the planned volume 


of 2,804 million kw.h., due to favour- 
able hydro-power generation. 

(3) Mineral products:—Iron | ore 
(50,379 tons) recovered to the level of 
last fall. Lead ore (845 tons) and zinc 
ore (3,744 tons) hit a post-war peak. 
In general, non-ferrous metal mining 
stil maintained a favourable trend, de- 
spite increasing labour disputes, finan- 
cial difficulties and the decline of actual 
demand. 

(4) tron and steel:—Actual produc- 
tion of ordinary pig iron reached 
102,371 tons, being 108% of the planned 
volume and 2.3 times that of the cor- 
responding month of the previous year. 
This situation was due to imports of 
raw materials and the additional open- 
ing of a furnace at Yawata of the Japan 
Iron and Steel Company. Ordinary 
steel also attained a post-war record 
of 143,479 tons, or 111% of the target 
and 2.2 times the output in the same 
month of the previous year. The 
favourable production in April was 
succeeded by a further advance in May, 
when an output of 109,344 tons of or- 
dinary pig iron (112% of the target or 
2.4 times the output of last May) and 
148,479 tons of ordinary steel (115% of 
the year) were registered. However, 
the import of raw materials such as 
iron ore, fluorspar and manganese ore, 
is not promising and the planned open- 
ing of additional furnaces seems to be 
difficult for financial reason. Besides, 
the market situation is not favourable, 
as indicated by the extraordinarily ex- 
panding accounts’ receivable due to 
credit sales, the unsmooth collection of 
them, and the ihcreasing unsold stocks. 
Actual demand for iron and_ steel, 
which could not keep pace with the 
favourable production, may be further 
reduced, due to the reduction of gov- 
ernment expenditure on vehicles and 
contraction of rehabilitation plan, due 
to financial difficulties. | Moreover, 
overseas market conditions are not 
favourable. 

(5) Mechanical engineering:—With 
the enforcement of the new budget, 
mechanical engineering faced a difficult 
situation. Except for the export of 
textile machines, watches and cameras, 
machinery production was in general 
unfavourable. The decline was con- 
spicuous in electric machines, com- 
munication equipment and rolling stock 
which depend mainly on government 
orders. Enterprise readjustment has 
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been drastically carried out in this. 
industry, the greater part of which are: 
small casting and electric machinery 
factories. 

(6) Chemical industry:—Although 
price revisions adversely affected the 
soda and chemical fertilizer industries, 
and enterprise readjustment had to be 
carried out, production itself continued 
favourable. Sulphuric acid (217,400 
tons), sulphate of ammonia (11,500 
tons), calcium cyanamide (30,700 tons), 
coaltar (18,400 tons) hit a post-war 
record. Ceramics, such as cement 
(254,600 tons) and sheet glass (202,300 
cases) also reached a post-war high, 
due to the increasing coal supply and 
equipment rehabilitation. On the other 
hand, a decline was witnessed in caustic: 
soda, which had advanced last month. 
in expectation of a price revision. The 
oil and fats industry also showed a 
decline. 

(7) Miscellaneous goods:—Owing to: 
the favourable supply of electric power, 
coal timber and chemicals, the produc- 
tion of pulp and paper was favourable, 
whilst the rubber processing branch: 
showed a decline consequent upon a. 
decline in the import of raw and waste: 
rubber. : 

(8) Textile industry:—Owing to the 
smooth import of raw materials, in- 
creased power supply and a stable 
labour situation, almost all branches- 
registered an advance, particularly 
chemical fibre, attaining a post-war 
peak. Cotton spinning was also favour-- 
able, the number of spindles in opera— 
tion surpassing the level of 3.5 million. 

Abolition of government control of 
sericulture:—Government control of the 
sericultural industry which started in 
1941 for the purpose of protecting this. 
side-business of farmers was abolished 
(effective June ist) when a single ex- 
change rate was. established. Most 
important in this connection is the 
abolition of price control, the main 
reason for which was the stabilization. 
of cocoon prices. Cocoon prices cal-~ 
culated on the basis of the exchange. 
rate and overseas prices are lower than 
production costs, therefore the estab-— 
lishment of official price on the former 
basis will only stifle production and 
prevent price advances when the mar- 
ket improves. Strict enforcement of 
the nine point economic stabilization 
program, which prohibited export sub- 
sidies, has brought about the abolition. 
of control. The main causes for the 
large difference between supply and 
demand prices are as follows: (1): 
Owing to the development of chemical 
fibre, a notable decline was- registered 
in the demands in the United States, 
principal market for raw silk: (2) As 
raw silk solely depends on domestic 
materials, inflation has particularly 
affected production costs, which cannot 
easily be reduced by business ration- 
alization. As raw silk is an international 
commodity, it depends for production 
and exports largely on oversea prices. 
A reduction of production costs based 
on business rationalization is an urgent 
necessity. 

Rationalization in the silk-reeling and 
sericultural industries:—On the basis 
of an exchange rate of 360 yen and a 
floor price of $2.55 per pound, the pro- 
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ducers’ price of raw silk will be 114,989 
yen per bale including 4.6% charges 
(116,087 yen in case of 4.6% charges). 
In comparison with the official pro- 
ducers’ price of 136,880 yen, a reduction 
of 16% (15.2% in the latter case) in 
production costs will be required. As 
a consequence, processing costs of 
raw silk should be lowered to 37,124 
yen (37,586 yen in case of 15.2%) from 
the present controlled price of 44,311 
yen and cocoon prices to 177,765 yen 
(78,507 yen) from 92,569 yen per bale 
of raw silk. 

(1) Silk-reeling industry:—This in- 
dustry absorbs a relatively large labour 
force, the ratio of labour costs to total 
cost being 33% in the previous year (in 
pre-war days about 30%). Accordingly, 
the reduction of labour costs is an im- 
portant factor in lowering production 
costs, for which purpose greater effi- 
ciency and proper distribution of 
labour and technical rationalization are 
indispensable. In order to improve 
production efficiency per machine (200 
momme per day in 1948) and reduce 
workers employed per machine (1.85 
workers in 1948) in the  silk-reeling 
process, mechanization is an indispens- 
able prerequisite. The substitution of 
automatic reeling machines for multiple 
machines is an urgent necessity, as 
production costs per bale may thereby 
be reduced by 8,000 yen. Secondly, 
cone spooling equipment should be 
installed, as a_ result of which the 
utilization value of raw silk may be 
advanced by 20%. The above technical 
rationalization alone is sufficient to 
meet the adverse difference between 
supply and demand prices following the 
establishment of a single exchange rate. 
The above measures will require equip- 
ment funds, necessary raw materials 
and an abundant supply of cocoons to 
maintain a high operation rate of the 
new machines. At present there is a 
shortage of cocoon even for the present 
equipment, and a radical improvement 
in equipment may be impossible. For 
the time being, the proper distribution 
and ‘intensification of labour as well as 
reduction in fuel expenses which re- 
present 24.4% of the total cost are 
urgent. The adoption of centralized 
production may be inevitable. However, 
as a result of the abolition of control 
over cocoons, it is feared that intensi- 
fied competition will reduce this branch 
to small enterprises supplementing 
farmers’ living expenses. Rationaliza- 
tion in silk-reeling will thus be im- 
possible, except for an abundant supply 
of cocoons at low prices. 

(2) Sericulture:—To reduce produc- 
tion costs in this branch which is a 
subsidary to farming, the following 
measures are required: (a) To raise 
production capacity of mulberry farms 
to the pre-war level by collective dis- 
tribution of fertilizer; (b) to reduce 
labour cast (55.9% of the total cost) by 
the rational use of labour, collective 
work; (c) to enforce technical ration- 
alization. By these measures, a reduc- 
tion of 20% in production costs may be 
expected. In order to put these mea- 
sures into practice, collective work may 
be a fundamental basis. Therefore, 
the role played by the _ sericultural 
associations in the financial, purchasing 
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The Japanese 


Past Development of the Soda Industry 


The history of the Japanese soda 
industry can be traced back to about 
1880, when a factory using the Le Blanc 
process was established for the first 
time in Japan. Production’ remained 
at a low level until the first world war, 
output in 1913 being 2,158 tons of soda 
ash, 4,325 tons of caustic soda. The 
domestic demand for soda products was 
mostly met by importation from Britain 
and the United States. During the war 
boom (1914-1918), the Japanese soda 
industry underwent great expansion 
with a series of modernizations such as 
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Soda Industry 


the first establishment of the ammonia. 
process factory in 1916 and of electro-- 
lytic process factories by 19 companies 
between 1915 and 1918. 

The advance of British competition 
and the post-war depression adversely 
affected the young industry which, for 
a time, was placed in a critical situa-- 
tion. But production swiftly increased 
again as business recovered from 1932. 
Output in 1937 increased to 231,648 
tons of soda ash and 340,771 tons of 
caustic soda, an advance of 4 and 10.3 
times respectively compared with that 
of 1930. Japan then ranked third in 
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and equipment fields, especially in the 
sale of cocoons, is important. In future, 
these associations should endeavour to 
build their own silk-reeling factories. 


Transportation 

Government railway transportation, 
which reached a_ post-war peak of 
12,380,000 tons in March, declined to 
10,750,000 tons in April and 10,320,000 
tons in May. In view of this decline, 
it is doubtful whether the annual goal 
of 140 million tons can be attained by 
the end of the current fiscal year. The 
decline was not due to a shortage of 
transportation capacity, but was caused 
by the falling off of transportable com- 
modities. As regards transportation 
capacity, workable freight cars increas- 
ed gradually, but cars actually utilized 
declined ‘from 25,352 in March to 22,341 
in May. The commodity volume re- 
gistered for transportation was _ only 
11,720,000 tons in May, actual shipment 
being still less than this figure. Stocks 
at railway stations declined to 480,000 
tons, as against 3,400,000 tons at the 
beginning of the previous year. 

Transportation by steamers, which 
had been favourable from the begin- 
ning of the year, registered 1,643,400 
tons in April, a post-war record, duc 
to the government policy which pre- 
ferred steamers to motor and _sail- 
driven boats for coal transportation. 
Traffic by motor and sail-driven boats 
was unchanged at 2,850,000 tons. 


Foreign Trade 

Effect of single exchange rate on for- 
eign trade:—A single exchange rate of 
360-yen per U.S. dollar took effect on 
April 25th, and applied to all permitted 
foreign trade and exchange transac- 
tions, including transactions for which 
the military conversion rate of 270 yen 
was applicable. Taking into considera- 
tion the steady downward movement in 
the United States price level, the new 
exchange rate produced an adverse 
effect upon the Japanese export trade. 
The effects of a single exchange rate 
on the main export commodities in 
consideration of the former rate will 
be as follows: (a) Those favourably 
affected are cotton yarn, cloth (except 
processed cloth), cotton fabrics, rayon 
tissue, spun rayon tissues, woollen and 


worsted tissues, locomotives, trans- 
formers, motors, rolled steel, canned 
foods, oranges, tea, caustic soda 
cement, (b) Those adversely affected 


are raw silk, bicycles, bicycles tyres, 


motorcars, radio-sets, steel vessels, 
dyestuffs, leather, celluloid ware, pot- 
teries, sheet glass, mirrors, bamboo. 
ware. Generally speaking, miscellane- 
ous goods were at the top of the list of 
export goods to be hardest hit by the 
establishment of a single exchange rate, 
whilst textile goods manufactured in. 
large enterprises were favourably 
affected. Iron and steel and their pro- 
ducts will also be favourably affected, 
supported by price subsidies which 
make consumer’s prices lower than the 
international level. 

As exports of miscellaneous goods: 
and heavy industrial products which 
registered a marked increase in the 
period from January to April this year 
will be most adversely affected by a 
single exchange rate, the annual export: 
target of 500 million dollars for the 
current calender year appears to be 
difficult of attainment. Export contracts: 
have already shown a decreasing trend 
and of those concluded a few have 
been cancelled. The trade decline is 
conspicuous in raw. silk and miscel- 
laneous goods. Imports have not been 
affected and rather show a favourable 
trend. 

The unfavourable export situation is 
expected to become worse as a result 
of the recent depreciation of sterling. 
As the development of exports is in- 
dispenable for the recovery of the 
Japanese national economy, it will be 
necessary, in order to promote exports, 
not only to reduce production costs 
through business rationalization, but 
to reduce the difference between over- 
seas market prices and F.O.B. prices, 
which is due to high freight rates, 
scarce information about oversea mar- 
kets, etc. 

Trade agreements:—Trade and finan- 


cial agreements were signed with 
Pakistan (April 30th), France (June 
9th), Burma, Finland (announced on 


May 22nd), Brazil (June 4th), Argen- 
tine (June 8th). Negotiation with Peru 
and Communist China have started. 
These agreements are intended to put 
into effect multilateral settlement in 
order to promote the export trade now 
suffering from a shortage of dollars. 

Insurance contracts in foreign cur- 
rency, ci. export contracts, private 
import trade, utilization of a part of 
foreign currency acquired through ex- 
ports for the sending out of traders, 
are expected to be realized in the near 
future. 
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zaustie soda production of the world, 
weing only preceded by the United 
States and Britain, while Japanese soda 
ash output was seventh in world pro- 
duction. Production thus not only 
guaranteed _ self-sufficiency in the 
domestic market, but allowed the ship- 
ment of small quantities abroad. 


Of the total domestic consumption in 
1937, 48.5% of soda ash went to the 
glass industry, and 27.5% to the 
pharmaceutical industry, while caustic 
soda was used to the extent of 70% for 
rayon and staple fibre and 10.1% for 
dyestuffs and intermediates thereof. 
The increase of production was mainly 
based on the development of the glass, 
rayon and staple fibre industries. 


The Japanese soda industry showed 
peak production at the beginning of last 
war when output of soda ash and caus- 
tic soda was 253,653 tons and 443,182 
tons respectively. Owing to difficulties 
in importing salt, the chief raw mate- 
rial, coupled with the limited supply of 
other secondary materials, the produc- 
tion of soda ash and caustic soda gradu- 
ally declined, and in 1944 was 39.4% 
and 31.7% respectively below peak 
production. During the second world 
war the direction of consumption 
changed showing an increased ratio for 
light metals and other war purposes at 
the sacrifice of the demand from the 
glass, rayon and staple fibre industries. 
Consumption of soda ash in 1944 was 
54.3% for light metals and military re- 
quirements, 10.2% for glass and 13.2% 
for chemicals, while that of caustic was 
53.8% for light metals and military 
requirements and 12.4% for rayon and 
staple fibre. 


Post-War Development of the Soda 
Industry 


The post-war output of soda is given 
in the following (in tons):— 


1935 

1937 

average 1947 1948 
Soda ash 215,048 38,029 75,115 
Caustic soda 272,472 43,455 107,246 


Soda production, which expanded 
since the war-end, increased sharply in 
1948, 1.98 times in soda ash and 2.48 
times in caustic soda, but still remained 
at a low level compared with the aver- 
age pre-war level (1935-1937). Form- 
erly two-thirds of the total production 
of caustic soda was produced by the 
ammonia process, the remaining one- 
third by the electrolytic process, but in 
the post-war period until 1947, 70-80% 
of the output was by the electrolytic 
method. This was due to the more 
abundant supply of electric power com- 
pared with coal, the shortage of which 
resulted in two of the four ammonia 
process plants suspending operation. 

The increased production by the am- 
monia method in 1948 was attained by 
the resumption of one ammonia process 
plant to ship 15,000 tons of caustic soda 
(of which 10,000 tons were produced by 
the ammonia process) to British terri- 
tory to meet the world-wide scarcity of 
caustic soda. The main _ destinations 
were Central and Latin America, India, 
Australia. 
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Salt, the chief material for soda pro- 
duction is dependent upon import. This 
has been a heavy burden to the Jap- 
anese soda industry since its inception. 
It has been the practice pre-war as well 
as post-war that table salt is supplied 
from the domestic market, while in- 
dustrial salt from oversea markets. 
Imported industrial salt consists of two 
approximately equal kinds, salt from 
Formosa, Manchuria and China, and 
“oversea salt” imported from the Red 
Sea and Mediterranean areas (Somali- 
land, Egypt, Aden and Eritrea) and the 
United States. The largest import re- 
corded was about 1,860,000 tons a year 
in 1939. 

The political situation in China has 
made it difficult to import salt from the 
neighbouring area, and importations 
since 1948 were mainly from the Red 
Sea, Mediterranean Sea areas and the 
United States. Imports of salt, which 
rose to about 1,206,000 tons in 1948 
from 824,000 tons in 1947, constituted 
the main factor in expansion of soda 
production. . 

Next to salt, coal and electric power 
are most important materials for pro- 
duction. After the war-end the Japan- 
ese chemical industry, particularly the 
soda industry, has been affected by low 
production and inferior quality of coal. 
Although electric power was more 
abundantly supplied, seasonal fluctua- 
tions in supply due to drought prevent- 
ed the expansion of soda _ production. 
Domestic supply of limestone, important 
in the ammonia process, is adequate. 

The production program for 1949 for 
soda ash and caustic soda was set at 
105,00 tons and 120,000 tons respective- 
ly. (49,000 tons by the ammonia 
process and 71,000 tons by the electroly- 
tic process) an increase of 40% for 
soda ash and of 12% for caustic soda 
compared with the actual output in 
1948. The import of Magadi salt is 
planned to the extent of 50,000 tons, of 
which 10,000 tons is already realized. 
The outlook as regards the supply of 
raw materials necessary for the fulfil- 
ment of this program is far from 
reassuring. Imports of salt were to reach 
1,400,000 tons, but an increase in freight 
rates may bring a_ decline in volume 
compared with the preceding year. An 
increase in domestic salt as a step to 
remedy this Situation appears difficult 
owing to the shortage of coal, electric 
power and capital. 

As regards coal, the production tar- 
get was set at 42,000,00 tons for this 
year (36,000,000 tons for last year), but 
the current tight money situation may 
restrict output to a certain extent, while 
a further increase of electric power 
generation cannot be expected on ac- 
count of the present state of production 
facilities. Soda production may, there- 
fore, be slightly below the program 
mentioned. 

The export of caustic soda, which 
reached 15,000 tons last year, may be 
difficult due to a general decline of 
export prices and the establishment of 
a single exchange rate of Y360 to the 
U.S. dollar. Even the export of caustic 
soda manufactured from imported 
Magadi salt hardly leaves a margin of 
profit. 
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Among the four ammonia method 
factories, the Makiyama plant of Mit- 
subishi Chemical Industries is the 
oldest and largest having an operation 
capacity for sheet glass of 62,000 cases 
per month, (one case=100 square feet 
2mm thickness), using self-made soda 
ash. The other three plants exclusively 
produce soda for sale. Besides the two 
companies of Mitsubishi Chemical 
Industries and Ube Soda Co. which 
have been continuing operation after 
the war, Tokuyama Soda Co. started to 
work for export in June, 1948. These 
three companies are now in operation, 
while Toyo Soda suspended work be- 
cause of its designation for reparation. 
The four companies above mentioned 
are all located along the coast of west- 
ern Japan for the convenience of coal 
and imported salt. 


Out of 36 electrolytic plants owned 
by 25 companies, 31 plants of 24 com- 
panies are now in operation. These 
plants are mostly on a small scale. 
Electrolytic plants are classified into two 
types, those designed for manufactur- 
ing of soda products, and those pro- 
ducing for self-utilization. Nippon 
Soda Co. is a representative company 
of the former type, having long ex- 
perience and large production facilities, 
and utilizing soda for dyestuffs 
pharmaceutical products etc. Hodogaya 
Chemical Co. is supplying almost the 
same products. Other plants belonging 
to this category, ‘though smaller, are 
manufacturing various kinds of chlorine 
and allied products. As an example of 
the latter type, Asahi Chemical and 
Ajinomoto both own electrolytic fac- 
tories to secure soda for Bemberg rayon 
and raw materials for glutamic acid 
soda respectively, fats and oils (by 
Nissan Chemical Co.), and aluminum 
manufactures (by Showa _ Electro- 
Industry Co. and Nisshin Chemical Co.) 
In these cases electrolytic plants for 
caustic soda are attached to the main 
factories. Mitsui Chemical, a repre- 
sentative dyestuff producer, may also 
be counted as one of this group. Elec- 
trolytic plants are concentrated in the 
north-western part of Japan for the 
convenient supply of electric power. 


Financial Conditions of the Soda 
Industry 


The demand for equipment funds 
was large because of excessive opera- 
tion and lack of repair during the war. 
The large ammonia process factories in 
particular required large sums_ to 
restore facilities and were financed by 
the Reconversion Finance Bank. Equip- 
ment funds loaned through the Recon- 
version Finance Bank amounted to 
about 30 million yen in 1947 and about 
74.5 million yen in 1948. (It is note- 
worthy that Mitsubishi Chemical has 
never borrowed funds from the Recon- 
version Finance Bank as far as soda 
production is concerned.) On the con- 
trary, the electrolytic plants which are 
on a relatively small scale have repair- 
ed equipment with their own capital. 
Electrolytic plants designated for re- 
paration natually could not obtain 
bank loans. Though the . supply of 
equipment funds was not always ad- 
equate, it is likely that urgent repairs 
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The Japanese 


Following Prime Minister Shigeru 
Yoshida’s statement that the Japanese 
Government is looking forward to an 
early liquidation of foreign debts, pre- 
liminary studies are now going on in 
Governmental circles. They aim at an 
early realization of those over-due 
debts in order to restore international 
credit to the nation. There is a strong 
opinion among Government officials 
ealling for budgeting, in the 1950-51 
national budget program as well as in 
the supplementary budget of this year, 
a special yen fund designed for the 
start of redemption in the near future. 

At a recent press conference, Mr. H. 
Ikeda, the Finance Minister, disclosed 
that fundamental consideration of this 


problem is being made along the 
following three lines:—1. Issuance of 
refunding bonds redemptive in 30 


years. 2. Redemption of US$200,000,- 
000 consisting of six different descrip- 
tion of bonds (inclusive of interests) 
falling due at the end of June, this 
year. 3. Retirement of entire bonds 
including interest. 


If the Japanese Government is al- 
lowed to resume redemption of foreign 
bonds, the first method is preferred to 
the other two, but the question is not 
so simple as the Government presumes, 
the decision being solely dependent 
upon the _ forthcoming Occupation 
policy. It should be recalled that the 
country is owing around $400,000,000 
to the United States for postwar food 
supplies, 
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Foreign Debt 


As of the end of June, this year, the 
balance of bonds including those due 
and interest payable is as follows:— 
dollar bonds $98,360,000, sterling bonds 
£84,770,000, franc bonds Fr. 792,770,- 
000, or in total (converted to dollars) 
$453,000,000. 


Position of Japanese Foreign Debt 


The industrial structure of Japan, 
because of inadequate natural re- 
sources, lack of capital, and low level 
of technology, has been to a_ great 
extent dependent upon foreign capital 
investment both direct and indirect 
since the Meiji Restoration in 1867, In 
the fields of direct investment, foreign 
participation in Japanese corporations, 
through the medium of capital stock, 


patent and technological assistance, 
achieved remarkable progress in the 
development of numerous industries. 


However, the amount of credits ren- 
dered by indirect investment in bond 
obligations held a dominant position in 
the field of foreign capital importation. 

During the 60 year history of Japan- 
ese external loans, from the first floata- 
tion in London of Imperial Japanese 
Government 9% Sterling Loan through 
the final offering of Taiwan Electric 
Power 512% Dollar Bonds in New York 
in 1931, foreign capital investment in 
Japan was comprised of the following: 
British pound sterling bonds, 33 issues 
£ 241,515,940, United States dollar 
bonds, 18 issues $535,580,000, French 
franc bonds, 6 issues Fcs.850,880,000 and 


have been completed. It seems that 
working funds could more easily be 
obtained than equipment funds. 

It may be estimated from the general 
trend of last year that companies using 
the ammonia process had a favourable 
margin of profit due to a high opera- 
ting rate and a resulting decline of 
production costs. Those using the elec- 
trolytic method were hardly profitable 
on account of selling prices being fixed 
at a lower level, but may have been 
able to cover any deficit by the sale 
of allied products. However, there were 
some factories suffering a loss for the 
year. The situation has changed this 
year. The’ newly established ceiling 
prices in April brought about a decline 
of 20.2% in soda ash and about 22% 
in caustic soda by the ammonia method. 
On the other hand, there was an in- 
erease of about 11% in caustic soda by 
the electrolytic method. Thus, com- 
panies using the ammonia process will 
be forced to rationalize management 
by drastic measures in order to carry 
on business on a paying basis, while 
companies using the electrolytic pro- 
cess have better prospects. 

The newly established produce prices 
(ex factory) per ton are Y16,200 for 
soda ash, and Y31,400 and Y29,000 for 
solid caustic soda by the ammonia and 
electrolytic process respectively. Cor- 
responding U.S. dollar prices at the 
rate of Y360 per U.S. dollar are about 
$45 for soda ash, $87.2 for caustic soda 
by the ammonia method and $80.5 for 


caustic soda by the electrolytic method. 
Soda prices (ex factory) prevailing in 
the United States were $30.8 for soda 
ash and $67.1 for caustic soda. This 
shows that present prices for soda pro- 
ducts were 46% higher than those in 
the United States, 46% for soda ash, 
and 30 and 20% for solid caustic soda 
by the ammonia and electrolytic pro- 
cess respectively. Japanese caustic soda 
by the ammonia process shows a consi- 
derably higher price than in the United 
States. It should be noted, moreover, 
that substantial government subsidies 
are extended to soda _ production in 
securing coal and salt. 

The post-war recovery of the industry 
has not sufficiently proceeded as regards 
production and prices compared with 
the pre-war period. This is a result of 
the Japanese chemical industry devot- 
ing itself largely to fertilizer produc- 
tion since the end of the war. However, 
the soda industry is steadily making 
headway toward rehabilitation under 
adverse conditions. The fundamental 
problem for the Japanese soda industry 
is the import of industrial salt. Output 
and prices of soda products depend 
upon the supply and price of salt. Now 
that salt is valued at above four dollars 
per ton and the freight charge exceeds 
that cost several times, it will be im- 
possible for the Japanese soda industry 
to meet competition in the international 
market. The freight rate problem of salt 
is the key to the future of the Japanese 
soda industry. 


aur 


Japanese yen bonds, 8 issues Y103,133,- 
000. 

At the early part of the Meiji Era, 
the floatation of bonds was exclusively 
in terms of Sterling currency; but from 
the latter part of Meiji to the beginning 
of Taisho (1905-1914) Frane bonds ap- 
peared, and after the termination of 
World War I (1914-1931) Dollar bonds- 
took precedence over sterling bonds 
with aggregate total. 

The following tables show a summary 
of all Japanese external loans hereto- 
fore issued:— 


1. Government Bonds: 
Sterling Bonds .. £ 196,000,000 £51,550,780 


Dollar Bonds ... $221,000, $21,354,000 
Franc Bonds .... Fcs.650,000,000 Fcs.89,336,450 
Yen Bonds ..... ,000,000 Redeemed 


2. Municipal Bonds: 


Sterling Bonds .. £ 17,715,940 #£ 6,585,797 
Dollar Bonds ... $ 40,389,000 $ 6,342,000 
France Bonds .... Fes.150,880,000 Fcs.86,957,000 
Yen Bonds ..... Y 4,883,000 Y 1,808,500 


3. Corporation Bonds: 


Sterling Bonds .. £ 27,900,000 £ 3,007,676 
Dollar Bonds ... $274,200,000 $39,896,000 
Franc Bonds .... Fes. 50,000,000 Redeemed 
Yen Bonds ..... 5,250,000 Redeemed 
Grand Total: ¢ 
Sterling Bonds . £241,515,940 £ 61,144,253 
Dollar Bonds .. $535,580,000 $ 67,592,000 
Franc Bonds ... Fes.850,880,000 Fes.176,293,450 
Yen Bonds .... Y103,133,000 Y 1,808,500 


The satisfaction of foreign capital 
requirements in Japan, as accomplished 
through the above loans, greatly con- 
tributed to the development of Japan’s 
natural resources, extension of public 
works, reconstruction works necessit- 
ated by the great earthquake of 1923 
which devastated the Kanto region and 
particularly to the further development 
of generating plants of electric power 
companies. 

The wartime plight of Japanese for- 
eign bonds issued in terms of British 
and United States currencies may be 
explained as follows: In March, 1943, 
a Law Relating to the Treatment of 
Foreign Currency Bonds was promul- 
gated and all Japanese foreign bonds 
then outstanding, with the exception of 
French Franc issues in the possession 
of Japanese or friendly nationals, were 
converted into Japanese domestic bonds 
with the owner’s consent. The residue 
of dollar and sterling issues, amount- 
ing to $67,592,000 and £61,144,253 res- 
pectively, were transferred to the 
Japanese Government which assumed 
the obligation of payment of both 
principal and interest. 

The primary requisite for importa- 
tion of new foreign capital is the 
restoration of past foreign investment 
to their original status in a just and 
fair way. The Japanese Government 
has expressed a wish to respect the 
rights of foreign bondholders. However, 
under the present condition of occupa- 
tion payment of obligations to foreign 
bondholders is prohibited. As yet one 
cannot predict with any degree of ac- 
curacy as to when and in what manner 
payment for foreign currency bonds 
will be made. Measures for the treat- 
ment of foreign currency bonds will 
finally be decided by the peace treaty 
or by some other agreement. 
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Japanese Business Reports 


EXPORT PROGRAM 1950/1951 


The 1950-51 export program calls for 
Japan’s exports amounting to $679,000,- 
000 or 17 per cent more than the 1949- 
50 program involving  $577,000,000. 
Whether Japan may achieve this ex- 
‘port goal in the next fiscal year remains 
to be seen particularly in the face of 
various deterrents, both domestic and 
international. The 1950-51 export pro- 
gram was drafted by Government on 
the assumption that (1) Domestic prices 
of pig iron for casting and those of 
iron and steel would be raised by 50 
‘per cent, (2) No change would be made 
in the list: of commodities designated 
for import subsidies such as iron ore, 
asbestos, copra, potassium, crude rub- 
ber,. waste rubber, tannin material, etc., 
(3) Price subsidies would be paid to 
coal for special industries, imported 
coal, pig iron, iron and steel, soda ash 
and caustic soda, (4) No drastic change 
would take place in the international 
‘situation with economic conditions in 
the U.S. remaining intact and the de- 
-valuation of sterling unrealized, (5) 
Trade agreements would be renewed 
without important changes, and (6) 
‘Present export prices would be cut by 
about 10 per cent to enable Japanese 
goods to. compete in the world market. 


Export Program 


(In US$1,000) 
1950-51 1949-50 
(schedule) (schedule) 
“Textiles: oi. ceaesonace ee 351,160 274,712 

Cotton Products 173,780 151,893 

Woollen Products .... 31,75: 14,849 

Staple Fibre Products 13,240 12,800 

Rayon Products ...... 54,113 36,479 
‘Hemp & Ramie 

PrOductsies Ges ctusic act 6,675 5,302 

Raw Sil iiicince saris 33,300 22,200 

Silk Products ........ 38,300 26,000 
Industrial Machinery .. 34,195 30,665 
Light Machines, Tools, 

Optical Instruments .. 13,662 9,502 
Electric Machines 1,568 
Other Metal Goods .... 7,719 
Vehicles & Engines 7,820 
at pratsieia\uinist etnias 21,636 
Rolling-Stock ........ 20,146 
Communication 

Equipment __.......... 678 
Steel Products ........-: 

TRONG ALOV SN tc on cretion 500 54,226 
Non-Ferrous Metals ... 10,488) 

Mineral Products ...... 4,600 25,380 
Chemicals. 9s. a. seaveieavie 16,814 9,934 

Industrial Chemicals . 5,323 

Dyes & Pigments .... 3,120 

Others aise cvcents 4,307 

Pharmaceuticals 4,064 
Ceramics® isicrsaie<garcns 22,570 27,029 

Potterys “Aidcsseus ooten 17,470 20,069 

Glass Products ...... 5,100 6,960 
Farm & Aquatic 

PLOGUCtS! Ane incense 33,221 25,107 

Farm Products ...... 7,325 6,224 

Aquatic Products .... 13,149 9,162 

Tinned Goods ........ 12,747 6,241 
Lumber & Woodworks 6,407) 

Bamboo & Rattan 
eroagucts) yey. checiee 5,055) 38,013 


Industrial Art Products, 
Toys, Sundries 


1 
Paper & Paper Products 5,943 


3,627 

Leather Goods ........ 1,100 600 
Furs & Products ...... 2,003 1,601 
‘Rubber Goods ......... 8,318 7,223 
TOtali Sosa eceiiesecre 679,589 577,335 


This original trade program for 1949- 
50, placing exports and imports at $577 
and $850 million respectively have re- 
cently been reduced to $520 and $820 
million respectively: mainly in view of 


the following circumstances: (1) Some 
export items do not break even at the 
rate of Y360 to the dollar and there is 
no hope that their shipments will be 
revived within the current fiscal year, 
and (2) Exports to the Sterling areas 
are stagnant due to the protraction of 


the trade negotiations with Great 
Britain. 

PRIVATE IMPORT TRADE 

Whereas export trade has _ been 


switched over to private interests by 90 
per cent, imports are still kept 100 per 
cent ona government-to-government 
basis. But the Economic Stabilization 
Board is planning to transfer about one 
half of the 1950-51 imports into a pri- 
vate basis on the ground that the con- 
spicuous changes in overseas markets 
will cripple smooth government-to- 
government trade and that under 
government-to-government contracts 
Japan will be forced to buy even un- 
necessary items. A tangible portion of 
GARIOA and EROA goods, will, per- 
haps, be handled by private importers. 


1950-51 Import Schedule 
Scheduled Percentage 


Value of Private 

(In $1,000) Trade 

Staple Foods 328,447 30 
Fertilizer 56,344 30 
Feedstufts at 12,419 60 
Petroleum Products .... 53,086 40 
GOBLIN varie Sercrernayaratstitatevolte 50,664 70 
Machinery & Appliances 2,882 70 
Printed Matter ........ 480 90 
Insecticide. © 20.6.0 e600 300 30 
Timber 8,150 80 
Rubber 21,588 85 
Resins son. 5,883 80 
Oils and Fats 50,309 50 
Industrial Chemicals 29,530 85 
Pharmaceuticals ...... 486 40 
Hides and Leather .... 15,108 85 
fron & Non-ferrous Metals 78,347 70 
PTCOUAR eaten ietekeiis te iat 1,022,600 47 


TEXTILE PRODUCTIONS 


(In 1000 lbs of yarn and 1000 square yards 
of cloth). 
May June 
Pure cotton yarn:— 
Cotton spinners ....... 28,118 30,915 
Cotton waste yarn:— 
Cotton spinners. ...... 61 15 
Cotton cloth production :— 
Independent weavers 39,271 39,606 
Spinner weavers ...... 37,955 42,905 
Other weavers ........ 65 107 
Number of spindles:— 
Installed 3,607,304 3,630,768 
Operable 3,527,792 3,564,468 
Operating 2,709,985 2,733,663 
Number of looms:— 
Installed 
Independent weavers 159,220 160,073 
Spinner weavers 44,373 44,538 
motaly, Uiveccn scene 203,573 204,611 
Operable 
Independent weavers 157,088 158,098 
Spinner weavers .... 43,002 43,383 
TPotalhy " Nirehetinite: sat - 200,090 201,481 
Operating 
Independent weavers 70,341 68,455 
Spinner weavers 31,276 32,762 
MOtalie” Kanes me sen eas 101,617 141,217 
Number of operatives:— 
Working 
Spinning mill ....... 52,869 52,107 
Independent weavers 15,297 72,644 
Spinner weavers 31 057 30,223 
Filament rayon yarn:— ., 5,934 5,837 
Rayon staple:— ......... 4,616 4,676 
Spun rayon yarn:— .... 3,394 3,464 
Filament rayon cloth: 10,560 10,592 
Spun rayon cloth:— 5,019 5,612 
Filament silk cloth: 9,316 6,800 
Spun silk cloth:— 1,158 1,201 
Silk mixture cloth: 1,980 2,175 
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FIRST HALF YEAR’S TRADE 


Japan’s exports and imports during 
the first half of this year amounted to 
Y82,600 million and Y93,000 million, 
respectively, resulting in an import 
excess of Y10,400 million, and eclipsing 
the corresponding figures in the first 
half of 1948 by 5.6 fold and 4.7 fold in 
value. Considering the price gains 
during the one year under review, the 
actual increase may be estimated at 
about two fold as to both exports and 
imports. In tonnage, exports and im- 
ports during the first half of this year 
totalled 1,390,000 metric tons in exports 
and 5,340,000 tons in imports, thus top- 
ping the corresponding figures last 
year by 1.9 fold. 

Export contracts during the first half 
year averaged $40,000,000, except for 
January when there was a rush of for- 
eign orders in anticipation of the im- 
minent establishment of the _ single 
exchange rate. The contracts dropped 
to $24,900,000 in May due to the estab- 
lishment of the Y360 rate on April 25, 
but the effect of the new exchange rate 
did not appear in export volumes dur- 
ing the first half. On the contrary, 
exports in May reached the first-half 
peak of Y17,900 million while June 
exports also fared well at Y14,400 mil- 
lion. The effect of the new rate will 
become evident in and after July. The 
exports of Y82,600 million amount to 
$229,000,000 at the fixed rate of Y360 
to the dollar, eclipsing the correspond- 
ing total of $75,000,000 for the first half 
of 1948. 


Exports & Export Contracts 


Export Exports 
Contracts (Million Yen) 
(Million dollars) 
1949 1949 1948 
January 111.3 11,433 1,654 
February 40.9 10,997 1,866 
March 43.2 13,875 2,426 
April 45.0 13,901 2,335 
May 24.9 17,974 2,335 
TUNE Kas oe eay 38.8 14,452 4,147 
Total Seto 304.3 82,628 14,765 
Textiles continued to predominate 


despite their rumored. depression, ac- 
counting for 50 per cent of the total, 
principal buyers being India, England, 
Indonesia, Africa and Aden. Pottery 
accounted for 5 per cent with the Unit- 
ed States as the major buyer, while 
iron and steel, also accounting for five 
per cent of the total exports, were 
shipped mostly to the Philippines and 
the United States. Coal, taking three 
per cent of the total, was exported to 
Korea. Among textiles, cotton fabrics 
accounted for 28 per cent, rayon and 
staple fiber yarns 6, raw silk 4, silk 
fabrics 4, cotton yarn 3, synthetic fiber 
fabrics 2 and woollen fabrics 1 per cent. 

Regionally Asia bought 55 per cent, 
North America 20, Africa 10, and 
Oceania and South America followed. 
Noteworthy is the advance of India, 
taking Y15,400 million or 19 per cent 
of the first-half exports. Exports to 
China remained lethargic. 

In imports, food was predominating 
with 34 per cent of total imports, fol- 
lowed by fibrous materials with 25 per 


cent. Food and fibrous material im- 
ports mostly came from the United 
States, which supplied 62 per cent. 


1949 


Major import items were raw cotton 
(18 per cent), wheat (15), mineral oil 
(9), coal (6), sugar (5), potassium 
chloride and potassium sulphate (4), 
peas and beans, wool and metal ores 
(all 3 per cent) and barley, salt, pulp, 
Indian corn and rubber (all 2 per cent). 

Although exports to India made a 
notable gain in the first half trade, they 
hit the peak in March and were on the 
downgrade from March with the aboli- 
tion of the O.G.L. system. The steady 
retreat of raw silk was another feature 
in the first half year’s exports. 


PROBLEM OF CIF EXPORT AND 
FOB IMPORT PRICES 


Since the inauguration, on May 24, 
1949, of c.if. contracts for exports to 
Korea, the problem of c.if. export and 
t.o.b. import has been highlighted, 
particularly in view of the foreign 
currency earnings and the savings in 
shipping costs that such contracts would 
permit. SCAP is favourable, in princi- 
ple, to the changeover from the f.o.b. 
export and c.if. import system which 
has been in force ever since the Sur- 
render: With the recognition of the 
setbacks of the present procedure the 
way is being opened for improvement. 
In prewar days foreign trade was car- 
ried out on the f.o.b. import and c.if. 
export basis. In those days Japan’s 
merchant marine of more than 4 mil- 
lion gross tons second only in size to 
the fleets of Britain and United States, 
carried more than half of the total 
trade volume. The almost total loss of 
ocean going shipping coupled with the 
severe restrictions on the use of inter- 
national shipping routes deprived de- 
feated Japan of her shipping earnings 
and at the same time made it imposs- 
ible for her to engage in foreign trade 
in no other way than by f.o.b. export 
and c.if. import. 

In the year 1934, more than 60 per 
cent of Japan’s trade went by her own 
shipping. 

tIn 1,000 tons) 
: Export 
Total 65,542 
Carried by Japanese vessels 40,326 
Proportion 61.5% 61.7% 

Japan’s postwar shipping amounted 
to about 1.6 million deadweight tons. 
Of these only 450,000 tons were made 
up of ocean-going vessels. Since the 
greater part of these are lying idle, 
shipping earnings—invisible exports— 
have been almost nil. The trade bal- 
ance has been further disfavoured by 
the invisible increase in import value 
and corresponding decrease in exports. 
The cargo space requirements are: 16 
million tons for imports (including 
tankers), and 3.5 million tons for ex- 
ports. The freight charges are estimat- 
ed at $210 million for imports and $29 
million for exports. Therefore, the 
proportion of shipping costs to the trade 
value is about 24 per cent in the case 
of imports and some 5 per cent for 
exports. In 1934, Japan’s_ shipping 
earnings amounted to Y157 million 
which, though below the values of raw 
silk and cotton piece goods, first and 
second respectively among export 
items, was far more than rayon fabrics 
which came third. 


Import 


65,980 
40,619 
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ECONOMIC DEVELOPMENTS IN SOUTH KOREA 


AGRICULTURE 


The National Assembly passed the 
land reform bill on April 27 but the 
Government contended that the act 
contained inadequate points and tried 
to send it back to the Assembly for re- 
consideration. The Assembly at that 
time was in recess and the Govern- 
ment notified the Assembly that the 
said act had been nullified. On May 
15, the Assembly in a plenary session 
ruled that the Government action was 
illegal and decided to turn it over to 
the Government again, in accordance 
with Article 40 of the Constitution that 
provides for final decision on legisla- 
tion. The President signed the act on 
July 21 and it has subsequently been 
promulgated. The Minister of Agricul- 
ture and Forestry announced that the 
rae act would be put into force this 
all, 


Financial associations belonging to 
the National Federation of Financial 
Associations applied for a total of 15 
billion won to finance farming opera- 
tions this year. The Government as- 
sessed the most urgent need at 2.5 bil- 


lion won, excluding the fund for fer- 
tilizer supplies. This amount, divided 
among the farming families in South 
Korea, will provide an average of 1,000 
won for each family. This action, to- 
gether with the land reform act, is an 
epochal step in the direction of agricul- 
tural rehabilitation in Korea. 


The National Assembly, in a plenary 
session on June 15, passed the tem- 
porary food administration bill per- 
mitting free trading in foodstuffs and 
their transportation until the end of 
October, this year. The Government 
then was obliged to suspend purchas- 
ing of summer crops this year under 
the grain purchasing law. In order to 
continue the priority rationing of food- 
stuffs now ,in force, the Government 
deemed it absolutely necessary to pur- 
chase 700,000 suk of summer grains. 
The Government therefore decided to 
purchase the necessary quantities in 
free markets and informed various 
provincial governments of their res- 
poe quotas of the projected pur- 
chase, 


Shipping being thus important a 
factor in trade, it is logical that, with 
a view to improving the trade balance 
and economizing on shipping costs, 
efforts are being redoubled to obtain 
permission for the use of our shipping 
on foreign trade routes. 

The following disadvantages occur 
when export contracts are concluded 
on an f.o.b. basis: 1. The foreign 
buyer must arrange for shipping and 
delays in the transmittal of shipping 
invoices result in snagged insurance 
procedures and other annoyances. 2. 
Masking of cost prices without the pro- 
tective cover of insurance and freight 
charges is difficult. 3. The foreign 
buyer is unable to compare prices with 
other supply sources which invariably 
quote c.i.f. free overside, port of arrival. 
Full knowledge of freight and insur- 
ance rates is indispensable, adding to 
the difficulties of choice. 

In the case of imports, with the c.i-f. 
system the Japanese importer is unable 
to obtain accurate information of prices 
at the supplier’s end, resulting in diffi- 
culties in proper selection of suppliers, 
markets and profitable arangements in 
connection with freight and insurance. 
Therefore, the prices tend to be high. 

The profits will be considerable if 
Japan’s shipping and insurance con- 
cerns could participate in international 
trade. However, the recovery of pre- 
war levels of earning is unlikely be- 
cause of the decimation of Japan’s 
merchant fleet. 


Import Prices & Freight Rates 


(Per Ton) 
Freight Embarkation 

Price Rate Point 
Coal (c.if.) ... $23.11 $12.67 U.S, East Coast 
Coal (c.if.) ... $22.70 $9.35 U.S. West Coast 
Pig Iron (f.0.b.) $45.00 $ 8.00 India ; 
Pig Iron (c.i.f.) $65.00 $14.10 Czechoslovakia 
Iron Ore (f.0.b.) $ 7.00 8.25 Malaya 
Iron Ore (f.0.b.) $ 7.00 5.50 Philippines 
Salt (f.0.b.) .. $ 4.30 $12.70 Red Sea 


Sewing Machines 


Japan’s ability to produce is un- 
doubted but until it becomes possible to 
have a free exchange the difficulty of 
making payments is a serious deterrent 
to business. As an example Japan 
wishes to sell sewing machines on the 
Hongkong market at competitive prices 
but how the exchange difficulty can be 
overcome is not clear. Household 
treadle types with wooden table and 
the usual iron stand were offered for 
US$45 or £11.3.4 (before devaluation) 
while electrically driven machines were 
offered at US$53 or £13.3.0 and house- 
hold hand machines with backward 
sewing device at US$40 or £9.18.6 f.o.b. 
These prices were about 20 per cent 
cheaper than the American machines 
and though the situation may have al- 
tered in so far as price values are 
concerned, the fact remains that Japan 
is prepared to compete seriously in 
every market, 


Tourist Trade 


The Japanese Government which has 
always recognised the value of the 
tourist trade has, with American ap- 
proval, been trying to organise a series 
of tours designed to attract visitors and 
to earn dollars. It is predicted that 
Japan could earn well over two million 
dollars annually by this means but 
there are several points which must 
primarily be overcome—the shortage of 
accommodation and the high rate of 
foreign exchange needed to pay for the 
imported food which tourists are ex- 
pected to demand. Anyway certain 
controls are being relaxed to make 
travelling easier and less complicated. 
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Rainfall was very scarce this year 
and as of June 30, this year, rice plant- 
ing has been finished on about 60% of 
the fields. Rainfall was scarce. 


As of June 30, this year, 540,000 
kwan of cocoons have been collected 
and over 92% of the official goal has 
been reached. 


The Government planned to export 
5 million straw bags to Japan but the 
issue of prices prevented the final ar- 
rangement being completed. SCAP 
informed the Government of its de- 
cision to stop importing straw bags. 
Negotiations were subsequently re- 
sumed and it was agreed upon to ex- 
port straw bags at the rate of US$1.066 
for 10 bags. During the previous year. 
4 million bags had been exported at the 
rate of $1.80 for 10 bags. 


FISHERY 


The haul of fish during May increas- 
ed over the previous month but drop- 
ped by 20 to 30% from that in May, 
last year. Main factors accounting for 
the decline were difficulties in obtain- 
ing materials and funds. 


On May 18, the Japanese Govern- 
ment petitioned SCAP to extend the 
MacArthur Line which has limited Ja- 
panese fishing grounds since the war. 
The Japanese Government wanted to 
expand their fishing operations in the 
Yellow and Japan Seas. The report 
greatly shocked the Korean Govern- 
ment. The so-called MacArthur Line 
was fixed in September, 1945 following 
the Japanese surrender for the pur- 
pose of protecting neighbouring coun- 
tries from Japanese encroachment on 
oceanic fishing grounds. The limits 
were relaxed somewhat on June 22, 
1946. On April 17, 1947, Major Gen- 
eral W. F. Dean, Military Governor of 
South Korea, issued an order to capture 
any unauthorized Japanese fishing 
boats and or ships fishing in or invad- 
ing waters beyond the MacArthur Line. 
As the United States subsequently 
changed her policy in Japan, the 
above-mentioned directive by the 
Military Governor of South Korea was 
cancelled on July 28, 1948. The Unit- 
ed States Interior and Army Depart- 
ments issued a joint statement announ- 
eing further relaxation of the Mac- 
Arthur Line in the middle of June. 
1948. Japanese fishing boats have been 
invading the waters adjoining Cheju 
Island, Huksan and Ulnung Island 
around Korea, but the Koreans could 
do nothing about it because they had 
no authority to capture these invading 
ships. Upon receipt of reports that the 
Japanese Government was trying to ex- 
pand the MacArthur Line, the Korean 
Government and various other inter- 
ested public organizations launched 
intensive campaigns to oppose the Ja- 
panese moves. Expansion of the Line 
not only would mean ravaging of the 
fishing grounds along the coast of Korea 
by the Japanese, but also would tend 
to foster smuggling, resulting in an out- 
flow of grains from Korea and an in- 
flux of Japanese merchandise into the 
country. The Koreans also are afraid 
that the Japanese may exploit such op- 
portunities to rebuild their imperialist 
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policy. The Koreans therefore put up 
a nationwide drive to oppose the Ja- 
panese proposal and asked for authority 
to capture illegal Japanese fishing boats 
violating fishery limits. The public 
opposition by Korea and other Far Eas- 
tern nations might have been instru- 
mental in the SCAP action of June 18 
rejecting the Japanese petition for re- 
laxation of the fishery limits. 


INDUSTRY 


South Korea’s industry has been sub- 
ject to all sorts of difficulties and has 
fallen into a state of extreme recession, 
which is becoming increasingly acute in 
almost all fields of industry. During 
1948, the total industrial production was 
valued at 47,578 million won. Conver- 
ted in terms of the price indexes of 
1948, the amount represents 8.8% of the 
total production of all Korea in 1940 
and 18.6% of the total production in 
South Korea in the same year. The 
total production includes 4.6% in the 
metals industry, 6.8% in the machines 
industry, 31.8% in the chemical indus- 
try, 37.1% in the textile industry, 3.3% 
in the ceramics, 11.5% in food and 
brewery industries, 3.4% in printing 
and book-making industries, and 1.5% 
in artistic industries. Dominant in 
South Korea are the textile industry, 
especially cotton spinning and weaving, 
and the chemical industry, which fea- 
tures rubber production. Such basic 
industries as metals and machines add- 
ed together account for no more than 
11.4% of the total production. 


The productive efficiency of South 
Korea’s industry is at a low ebb. The 
cotton spinning and weaving industry 
maintains the highest standard of in- 
dustrial production in South Korea, but 
spinning production by one spindle in 
eight hours amounts only to 0.15 Ib. to 
0.26 lb. compared with 0.4 lb. averaged 
in prewar Japan and 0.33 lb. in Great 
Britain. Even worse is the production 
of woven goods. Average production 
by one weaver in eight hours is 11.04 
to 19.48 yards, about one third to one 
fifth of Japan’s prewar production, 
which averaged 55.26 to 64.97 yards. 


In an effort to resolve the power 
shortage, the Ministry of Commerce and 
Industry is planning to build additional 
hydraulic and coal power plants. As it 
takes three to five years to complete a 
new power plant, the Government has 
decided, as an emergency measure, to 
build oil-driven power plants at various 
parts of the country. The first attempt 
in this direction was made at Mokpo 
where construction on a diesel power 
plant was started in December, last 
year. Designed to produce 5,000 kilo- 
watts of power per hour the plant was 
completed and began operating at the 
end of June this year. 


Demand for cement, an important 
building material, is rapidly increasing. 
As part of efforts being made to achieve 
self-sufficiency in cement, a plan is 
under way to build a new cement man- 
ufacturing factory at Tanyang. To 
manage the projected factory, the Cen- 
tral Cement Industry Company has 
been established with a capital of 300 
million won, of which 200 million won 


will be loaned by the Bank of Korea 
and the Industrial Bank and 100 million: 
won will be invested by private in- 
terests. The Government is expected 
grant a subsidy to the projected con- 
struction out of ECA funds and a huge 
factory will be built at Tanyang at the 
cost of 2,000 million won. 


MINING 


The Commerce Bureau of the Com- 
merce and Industry Ministry is con- 
ducting negotiations with SCAP con- 
cerning the items, quantities and prices 
of mineral products to be exported to 
Japan by March 31, 1950 in accordance 
with the Korean-Japanese trade accord. 
The productive capacity of Korean in- 
dustry is very low and Korea is carry- 
ing on her foreign trade by exporting 
her primitive products and importing 
finished goods. It is important for 
Korea to import building materials, ex- 
pand her productive capacity and im- 
prove the balance of her export and 
import trade. The following table 
shows the items, quantities and values 
of mineral products to be exported to 
Japan: 


Quantities Values 

Items (metric (US 
tons) dollar) 
Manganese ........ 1,600 145,000 
Zin OYG™. s. cee ek 1,200 150,000 
TUPSZSTER osc. Spee < 500 750,000 
Bluid zine scat. 30 36,000 
Yellow iron ...... 3,000 105,000 
Sponge”... ssi 7s. .2 1,000 72,000 
Black lead... a. 59,800 1,617,000 
Fluor-spar ........ 7,000 280,000 
Tale powder ...... 1,000 70,000 
Anthracite coal 80,000 1,120,000 
CORE™ oe ener 6,000 840,000 
Mica at: sseeaex eines 500 42,000 
Kaolin dant. fate 1,200 48,000 


TRANSPORTATION 

The Ministry gf Transportation has 
worked out plans to construct three new 
railways to link the industrial zone 
with the mining district in the Sam- 
chuk-Yungwol area in Kongwon pro- 
vince. 


The Korean mission to negotiate for 
the return of Korean-owned ships in 
Japan went to Japan on June 6. No 
agreement has been reached on the 
subject. The Japanese contend that the 
ownership of ships should be determin- 


ed to the location of the ships at the 


time of the liberation, whereas the 
Koreans insisted that shios of Korean 
registry be returned to Korea. 


Main goods exported to Japan dur- 
ing June included about 3,000 tons of 
fluor-spar, about 3,800,000 bundles of 
laver, 450 tons of sprats, and 43 tons of 
dried shrimps. ECA supplies shipped 
to Inchon during the period under re- 
view included 9,142 tons of flour and 
24,000 tons of fertilizer. Fertilizer 
shipped to Korea this year included 
41,000 tons in April, 46,000 tons in May 
and 24,000 tons in June, while expected 
shipments 52,000 tons in July and 10,000 
tons in August. 


1949 


Presidential Decree No. 139 promul- 
gated on June 29 declared Yosu and 
Masan to be open ports which add to 
existing open ports including Inchon, 
Pusan, Kunsan, Mokpo and Mukho. 


The General Bureau of Foreign Sup- 
plies has concluded a foreign supply 
‘certification contract with the Korean 
Maritime Certification for the purpose 
of insuring safe and effective shipment 
of ECA supplies to Inchon, Pusan and 
other ports. Under the contract the 
Korean Maritime Certification Associa- 
tion has been entrusted with the task 
‘of investigating losses of aid supplies 
and causes as well as losses of coastal 
‘ships and salvaging operations. 


The bill concerning the establish- 
ment of the semi-official Korean Ship- 
ping Company was approved by the 
State Council on May 24 and shortly 
will be submitted to the National As- 
sembly for ratification. Out of its 
500,000,000 won capital, 400 million 
won will be invested by the Govern- 
ment. The company is to compensate 
for possible losses to the Government. 


The Korean Aviation Association or- 
‘dered three five-seater transport planes 
from the United States. The planes 
left the United States on June 14, 


FOREIGN TRADE 

Foreign trade in May totaled 1,680,- 
000,000 won in value, an increase of 
540,000,000 won over that in the pre- 
vious month. The adverse trade ba- 


lance during the month _ reached 
740,000,000 won. Raw rubber, caustic 
soda, newsprint and fabrics were 


among the outstanding items of im- 
ported goods. The second quarter 
of the year witnessed important 
materials in excess of official quotas, 
‘with the result that imports of these 
items in the third quarter were banned. 
In consideration of the actual condi- 
tions of their demand and supply, how- 
ever, the Government subsequently 
lifted the ban, except on newsprint. 
‘The demand for newsprint amounts to 
vabout 20,000 to 30,000 tons a month and 
can hardly be met by domestic pro- 
duction alone. It is hoped that the 
trade programme for South Korea will 
‘be designed specifically to adjust the 
‘relations between the actual demand 
and supply of certain goods and their 
domestic production. 


‘Regulations governing foreign trade 
and dealings in foreign exchange were 
promulgated in the form of Presiden- 
tial Decree No. 132 dated June 13. 
According to the new regulations, there 
will be two different categories of 
foreign exchange rates, one the ordin- 
ary market rate and the other the offi- 
cial rate. The ordinary rates are fixed 
at U.S. $1 for 900 won buying and 
U.S. $1 for 950 won selling. The offi- 
cial rate remains unchanged at US$1 
‘for 450 won. In consequence of the new 
regulations, the past barter system in 
foreign trade has been changed to cash- 
carrying system. The clearing of ac- 
counts will be concentrated in the 
Foreign Exchange Bank. Thus Korea’s 
foreign trade will be developed on a 
self-supplying basis with the demand 
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and supply of foreign exchange and 
trade finance being properly adjusted. 
The third quarter trade will mark a new 
stage in South Korea’s foreign trade as 
the first year of the 5-year material 
supply programme will be put into 
practice in this period. The supply 
programme is closely connected with the 
import of ECA materials and the 
Korean-Japanese trade programme. 


Foreign traders have been classified 
into five different categories and import 
goods into three according to their past 
records. Class A of the import goods 
includes urgently needed production 
materials, while Class B and Class C 
include ordinary commodities. The 
total amount of these quotas reaches 
5,000 million won of which 2,500 million 
won have been allocated to the Korean- 
Japanese trade. Foreign currency hold- 
ings are needed in the conduct of the 
cash-carrying trade system. It remains 
doubtful whether trading agents will 
be able to carry out exchange quotas 
in an effective manner. 


BANKING 


As of May 31, the deposit balances 
in various banks totaled 89,800 million 
won, an increase of 500 million won 
over those in the previous month, while 
the loan balances reached 32,900 million 
won, an increase of 1,700 million won 
over those in the previous month. 
During the month, there were vast out- 
lays of money, including loans to finance 
procurement of ECA supplies as well 
as loans to finance important industries. 
On the other hand, over 600 million won 
of the rice purchasing fund were covered 
while there were also seasonal recoveries 
of money. Thus the excess of cash pay- 
ments was. considerably restricted. 
Accounting for the increase of deposits 
to the amount of 500 million won were 
the increases in ordinary deposits and 
considerable amounts of Treasury money 
deposited in ordinary banks again. 


The average note issue in April 
reached 37,500 million won which com- 
pared with 38,200 million won in May, 
an increase of 700 million won over the 
preceding month. At the end of May, 
the note issue stood at 38,600 million 
won, an increase of 700 million won 
over the previous month. The receipts 
and payments moved smoothly during 
the month. Such monetary movements 
might have been instrumental in check- 
ing upward tendencies of commodity 
prices through May and June. 


GOVERNMENT FINANCE 


The taxation reform bill was approved 
by the State Council and submitted to 
the National Assembly in April. This 
bill bears the nature of a temporary 
measure and is designed to meet in- 
ternal economic conditions which have 
not yet been fully adjusted. It repre- 
sents considerable improvement over 
the existing taxation law. The new act 
provides for such new taxes as the 
special income tax, the donation tax and 
the license tax, while the special deed 
tax, the corporation capital tax and the 
dividend tax have been abolished. For 
the purpose of administering existing 


aya 


land and Registration taxes, aspecial 
law providing for temporary measures 
will be enacted. Features of the reform 
act follow: 


First, exemptions in ordinary income 
taxes have been considerably increased 
for the benefit of medium and small 
income earners. Heavy levies are im- 
posed in the special income tax on 
temporary incomes for fair burden of 
tax. 


Second, the system of emphasizing 
taxes on immovable properties has been 
modified and emphasis has been placed 
on movables and invisible properties. 
Thus the earnings of the newly prosper- 
ous will provide Government revenue. 
Indirect taxes on living necessities have 
been decreased, while heavy taxes 


have been imposed on luxuries and 
amusements. Efforts have been made 
to absorb idle purchasing power in 


order to check inflationary tendencies. 


Third, levies on dividends and cor- 
poration capital have been abolished so 
as to encourage people to hold shares. 


This new act is expected to net an 
increase of 4,200 million won in 


Treasury revenue over the previous 
years. 
Government incomes during May 


amounted to 16,350 million won which 
included proceeds from ECA supplies. 
Government payments during the month 
including those connected with ECA, 
reached 14,200 million won. Thus, the 
month witnessed an unusually favour- 
able balance of 2,100 million won. 


COMMODITY : PRICES 


Commodity prices, which had declin- 
ed since December, last year, reversed 
their trend in March. The new trend 
continued to prevail through May and 
June, during which period salaries of 
Government employees were -increased. 
The power shortage has yet to be re- 
dressed. 


Retail price indexes rose by 2.6% for 
the whole country, while the rates of 
increases according to different cities 
included 3.0% in Seoul, 1.9% in Pusan, 
2.1% in Taeku, 1.2% in Inchon, 2.9% 
in Mokpo, 13.3% in Taejun, 2.7% in 
Kunsan and 0.7% in Yosu. The whole- 
sale prices in Seoul increased by 2.4%. 


The gold price, which began to rise 
sharply on June 7, was up to 9,200 won 
per one Don (Don=3.75 gram). After 
this, the price rose and fell in response 
to the fluctuations in gold prices in 
Hongkong. It stood at 8,800 won on 
June 20 but then soared as high as 
9,100 won on June 25. On June 2, the 
price rose to 9,300 won and continued 
to rise after that. On the other hand, 
the silver price stood at 77 won at the 
end of April, this year and remained 
stable until June. At that time it 
seemed to follow the trend of the gold 
price, rising by 3 won on June 10 and 
another 2 won early in July to reach 82 
won. 


As is the case almost everywhere in 
the Far East, the Korean gold market 
follows the Hongkong gold market 
which has become after the war one of 
the principal gold markets in the world, 
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Reports from Bangkok 


(From Our Correspondent.) 

Signs of a Slump 

Tle threatened slump in Thailand, 
which igs already becoming evident, is 
causing some concern to business circles 
and bankers. The cause is considered 
by the majority to be definitely con- 
nected with the worldwide financial 
uncertainty but others though agreeing 
that it cannot be entirely classed as sea- 
sonal, are confident that it is largely 
due to natural causes and will not prove 
serious. Exporters declare that while 
imported commodities have fallen con- 
siderably in,price, export figures are 
still too high based upon the cost of 
living which continues high in spite of 
the fact that the most essential food 
commodities can be produced cheaply in 
Thailand itself. All of which adds to 
the uncertainty of the present position. 

Clothing is however considered to 
come under a different heading and 
textile importers are complaining that 
the heavy cost of materials paid for 
with foreign exchange bought at open 
market rates is placing them in a 
serious position. The contention is the 
Government should sell foreign ex- 
change to textile importers at official 
rates which would, it is contended, aid 
in lowering the cost of living generally. 

The definite trend and encouragement 
given towards the industrialisation of 
Asian countries which are still almost 
entirely agrarian, combined with the 
backwardness of agricultural] communi- 
ties is adding further difficulties to the 
already complex situation and is likely 
to sow seeds of discontent, Thailand is 
is not exempt from this likelihood, and 
her expressed policy of industrialising 
the country to a greater extent should 
run parallel with improved agricultural 
methods in the production of the coun- 
try’s most valuable product—rice. 


Foreign Investments. 


The Thai Government has indicated 
that foreign capita] will be welcome in 
Thailand. ‘This statement of policy 
follows hard upon the communist 
Successes in China and the subsequent 
flight of capital from that country. 
Certain regulations will undoubtedly 
accompany these investments and while 
it is denied that foreign firms should 
have a majority of Thai shareholders 
as a condition of operating, it is true 
that Thai capital is welcomed in these 
foreign entenprises largely because it 
tends to a smoother running of business 
and a more speedy handling of official 
requirements. 

A number of industrial building pro- 
jects are in hand, one of the most im- 
portant at the moment being the erec- 
tion of a weaving factory by a group 
of Chinese industrialists. Amother is 
a Government laboratory, and an 
American firm ig reported to be plan- 
ning to start a paper mill,—the paper 
to be made from rice straw. These are 
but indictations of what the Thai 
Government considers to be the begin- 
ning of a long list of wouldbe investors. 

One of the difficulties facing indus- 
trial plants at the moment is the lack 
of skilled labour and_ technicians, 


These are not easily obtainable in the 
country and the Government is being 
asked to accord certain immigration 
privileges to those wishing to take up 
employment in factories and industrial 
plants generally. 


Dockyard Extensions. 

The dredging of the mouth of the 
Chuo Phya river ‘to enable ships to 
berth at the improved Klong Tioey 
harbour is going ahead and should, it 
is thought, be completed within the next 
three years or even earlier. The dred- 
ger, ordered some time ago from Japan, 
should be ready during the early part 
of next year; megotiations for one from 
England are under way and_ two 
American firms have apparently offered 
to hire out two. The funds for these 
dredgers would be appropriated from a 
special allocation 
eight and a half million baht earmarked 


for the Klong Toey harbour develop- 
ment. 
The improvements in the harbour 


facilities will include a dry dock, mech- 
anised handling facilities and the repair 
of damaged warehouses, customs sheds, 
ete. The harbour will eventually be 
able to handle all ships entering Bang- 
kok and not, as formerly, only the 
smaller type of vessel. 


Philippines-Thalland Air Service 

There is talk that negotiations re- 
garding a civil aviation agreement be- 
tween the Philippines and Thailand are 
about to be re-opened. There were, 
when talks were opened before, some 
fundamental objections raised in regard 
to certain commercial rights for 
Thai planes in Manila while on through 
flights to the U.S.A. India will pro- 
bably be included in the new agreement 
which would thus link up India, Thai- 
land, Manila and the U.S.A. 


Trade with Japan 

During the first six months of this 
year ‘Thailand’s trade with Japan 
showed a balance favourable to Thai- 
land amounting roughly to U.S. $2 
million. ‘To balance the account Thai- 
land is expected to purchase more rail- 
way rolling stock to implement the five 
vear rehabilitation plans outlined for 
the Thai railroads, the amount to be 
allocated for this purpose amounting 
to around sixty million baht. 

Thailand’s pxincipal export to Japan 
during the meriod under review consis- 
ted of 50,000 tons of glutinous rice 
which was sold at U.S. $176 a ton. 
Shipments from Japan included rolling 
stock amounting in value to $6.9 
million and other merchandise valued 
at $13 million. 


* * * 


TRADE AND EXCHANGE CONTROLS 

IN SIAM 

The most notable feature of Siamese 
trade controls in 1948 was the rein- 
stitution in December of an import- 
licensing system to cover a variety of 
luxury goods, including foods, cosmetics, 
toys, automobiles, and motorcycles. 
The chief purpose of the reimposition 
of import licensing was to conserve for- 
eign exchange and, to some extent, 


in addition to the 
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offer protection to such new industries 
as soft drinks and cosmetics manufac- 
turing. 

Export controls in effect at the be- 
ginning of 1948 were continued 
throughout the year with only minor 
changes. The export ban on cotton 
was lifted, and some items, such as 
petroleum and products, were brought 
under control, i.e., exports could not be 
made except with permission of the 
Ministry of Commerce. While by far 
the largest number of items could be 
exported freely, most of the important 
commodities such as tin and rice were 
under control. Shipments of these two 
items were subject to international al- 
locations, and a large number of other 
items were kept under control in order 
to improve or protect domestic sup- 
plies. 

A Royal Decree effective March 235, 
1949, prohibits the export from Siam 
of manufactured and industrial articles 
originating in foreign countries. 

Reinstitution of import licensing was’ 
not accompanied by licensing of for- 
eign exchange. It was announced early” 
in 1948 that applications for foreign 
exchange would be accepted for petro- 
leum products only, and later a regula- 
tion was issued to the effect that this 
exchange might be requested for the 
import of some health and educational 
requirements and in remitting abroad 
certain specified dividends. Otherwise, 
importers without foreign exchange 
proceeds would have to procure on the 
open market the necessary exchange 
to pay for general imports. In 1947 
there had been so-called priority lists 
of goods, for the import of which, ac- 
cording to need, exchange could be 
obtained at the official rate, subject to 
the amounts in the central exchange 
pool. For all practical purposes, how- 
ever, private importers had found it 
difficult that year to procure official 
exchange for general imports. The 
situation in 1948 was not, therefore, 
materially different from that in the 
preceding year. 


With regard to the surrender of for- 
eign exchange proceeds from exports, 
regulations were liberalized somewhat. 
Rice exporters were still required to 
surrender 100 percent of foreign ex- 
change proceeds, special provisions 
being made for millers or exporters to 
buy sterling with 10 percent of their 
baht proceeds from shipments paid for 
in that currency. Cement exporters 
were still required to surrender 100 
percent of their foreign exchange, a 
measure deemed necessary to protect 
domestic supplies of this vitally need- 
ed product. Effective February 3, 1948, 
the amount of exchange to be surren- 
dered from rubber exported was made 
uniform at 20 percent, regardless of 
port of shipment or point of destina- 
tion; and on March 31, 1948, teak ex~ 
porters were relieved of the necessity 
to surrender any portion of their for- 
eign exchange proceeds. Repulations re- 
quiring the surrender of 50 percent of 
foreign exchange proceeds from the 
export of tin continued in effect. Ex- 
porters of all other products, which 
comprise a long list but together make 
up only a. relatively small portion of 
Siam’s export trade, were subject to 
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ECONOMIC PROGRESS IN MALAYA 


Considerable economic progress has 
been made last year from the general 
economic stagnation produced by the 
Japanese occupation. Rubber produc- 
tion recovered rapidly so that the re- 
cord production of 600,000 tons in 1941 
was already exceeded in 1947 and rose 
to almost 700,000 tons in 1948. Though 
Malaya produced more than 30 percent 
of the world’s tin in 1948, the produc- 
tion was still less than 40 percent of 
that of 1940. Despite obsolete equip- 
ment, coal production exceeded con- 
sumption, and reconstruction of the 
railway system, the principal consumer, 
was proceeding slowly. The restora- 
tion of iron ore production was being 
planned at the end of 1948, while active 
prospecting for bauxite during the year 
indicated that this might be an area of 
future development, although produc- 
tion was not likely in 1949. 

Rice is the staple food in Malaya but 
only about one-third of the require- 
ment is produced iocally. The serious 
rice shortage prevalent at the end of 
the war has been largely overcome, 
although rationing of rice is still in 
force. At 1947 prices one pound of 
rubber could buy only one-fourth of 
the rice, flour, sugar, and textiles it 
could purchase before the war. 

The dollars earned by Malaya accrue 
to the sterling area dollar pool, to 
which Malaya is the principal contri- 
butor. Accordingly, the trade with the 
United States constitutes an important 
factor in the dollar position of the 
sterling area as a whole. 

Rehabilitation has been financed 
largely by long-term Government loans 
to industry. Economic development 
plans are directed toward industrial 
rehabilitation and such projects as 
power development, irrigation, and 
housing. Financing is dependent for 
the most part, however, on the floating 
of loans locally and in the London 
market. 

The foreign trade total in each of the 
last two calender years has exceeded 
* in value that of 1937, a peak year, but 
whereas pre-war external trade was 
characterized by a favourable trade 
balance, the postwar visible trade has 
featured an import surplus. The post- 
war decline in the Malayan export 
surplus to the United States may be 
persistent. Prospective trade develop- 
ments cannot be considered apart from 
such imponderables as_ reductions in 
Empire preference, United States 
manufacture of synthetic rubber and 
smelting of tin, and political instability, 
featured by continued communist 
guerilla activity. 


no export exchange controls, exporters 
being free to utilize foreign exchange 
proceeds as they saw fit, certain res- 
trictions being inherent, however, in 
the import controls reinstituted in 
December. 

The Government Purchasing Bureau 
has access to foreign exchange at the 
official rates when importing direct for 
any Government agency. 


Although Singapore has been separat- 
ed from the Malay States politically, it 
shares with the Federation certain 
common services and technical advisers, 
and the British members of the Civil 
Service establishment are interchange- 
able. It continues to be the primary 
port and distribution centre, not only 
for the Federation of Malaya, but also 
for neighbouring countries, particularly 
Siam and Indonesia. Raw materials 
are imported from these sources for 
sorting, grading, refining, and bulking 
for export. A large proportion of the 
rubber and tin shipped from this area 
leaves from the port of Singapore, al- 
though there recently has been a ten- 
dency, because of the dollar shortage, 
toward direct shipments to final mar- 
kets, and a consequent decline in the 
use of Singapore as a_ transshipment 
and processing depot. Nevertheless, the 
future wealth of Singapore, a free port, 
Ne continue to depend upon entrepot 
rade. 


AGRICULTURE 


Rubber:—Rubber production recover- 
ed rapidly following the end of the 
war, stimulated in part by United 
States stockpile purchases and by 
Soviet purchases in the latter part of 
1947-and in 1949. The highest recorded 
prewar production in 1940 of 547,000 
tons was already exceeded in 1947 by 
an output of 646,000 tons, with a fur- 


ther 8-percent increase in 1948 to 
698,000 tons. 
Indonesia continued in 1948 as the 


leading source of Malayan imports of 
rubber with 233,337 tons, followed by 
Siam with 12,800 tons. Total rubber 
imports in 1948 were 300,091 tons. 
Though the United States remained 
the leading purchaser of Malayan rub- 
ber, this market represented a smaller 
share of the total in 1948 than in 1947. 
Gross exports (exports plus re-exports) 
in 1947 amounted to 953,697 tons, with 
the United States taking 456,639, the 
United Kingdom 162,959, Canada 
41,788, and Russia 37,024. Gross ex- 
ports in 1948 totaled 979,172 tons, with 
the United States receiving 371,391 
tons and the United Kingdom 173,169. 
Russia ranked third with 103,393 tons 
and Germany fourth with 49,898 tons, 
followed closely by France with 44,096. 
In 1948, rubber accounted for more 
than half the value of total exports, 
just as prior to the war. However, its 
share in imports, which formerly had 
been almost one-fifth of the total value, 
had fallen to around one-tenth in 1948, 
reflecting the fact that a greater portion 
of the rubber produced in neighbouring 
countries was being shipped direct to 
their ultimate markets, particularly 
where dollar payments were involved. 
Rather than send the crude rubber for 
remilling to Singapore, according to the 
former practice, Indonesia has adopted 
the policy of remilling the rubber in its 
own processing plants and selling for 
United States dollars instead of ster- 
ling. As a result, toward the latter 
part of 1948 many remilling plants in 
Singapore were forced to curtail opera- 
tions or shut down entirely. At the end 


of 1948 less than 130 remilling plants, 
were is operation, compared with a. 
normal figure of 330. 

The average price during 1948 was. 
$0.42148 (the United States dollar 
equivalent of the Straits dollar was. 
US$0.47 in 1947 and 1948) per pound, 
as against S$0.37296 for 1947. A sharp 
decline in price took place toward the: 
end of 1948 (S$0.36 being the average 
price for December). With indications. 
that the supply of natural rubber may 
exceed demand for the first time since: 
the end of the war, a further decline 
in price is expected. The chief factor 
influencing the present price of rubber 
is the stipulation in the United States 
law concerning the mandatory use of a 
certain percentage of synthetic rubber. 
The resulting restrictive effect on the 
price of natural rubber is considered 
inequitable in view of the extent of the 
price increases in products which Mal- 
aya must import. The average pro- 
duction cost on estates is S$0.33 per 
pound, compared with S$0.24 or even. 
lower on small holdings. With a rubber 
price of S$0.37 per pound it appears: 
that some large estates are operating 
on extremely, slim margins. The small-. 
holders’ position, on the other hand, is 
favourable. 

Rice:—Before the war, it was neces- 
sary to import about two-thirds of the 
rice required to feed the population. It. 
has been necessary since the war to: 
supplement inadequate rice availabil-- 
ities with imports of wheat and wheat 
flour. 

Rice production since the war has: 
increased steadily from 225,044 tons in 
1945-46 and 257,164 tons in 1946-47 to 
the highest recorded total of 343,065 tons 
in 1947-48, compared with the previous 
peak of 342,150 tons in 1935-36. The 
acreage of padi planted in the 1947-48 
season also constituted a record, the 
total of 881,304 acres for the main crop 
far exceeding the previous record total 
820,480 acres planted in the 1940-41 
season. Rice acreage of more than 
900,000 is officially estimated for the 
1948-49 season. However, a _ severe 
drought has resulted in a lowering of 
estimated production from 330,000 tons 
to 278,000. The increase in acreage has 
been due to progress of irrigation, high 
rice prices, and to rehabilitation and 
resettlement of land deserted during 
the Japanese occupation. In addition, 
the Government has made special loans 
totaling S$770,000 to the rice-producing 
States, of which Kedah is the most 
important, for the purchase of manures 
and buffaloes. 

Because of unusually large imports 
toward the end of 1948, the rice situa- 
tion has improved. Both prices and 
sale of rice have been under Govern- 
ment control since the war. 

Coconuts and Coconut Products:— 
The decline in acreage under coconuts 
from an estimated 600,000 in 1940 to 
an estimated 512,000 in 1948 was due 
to the fact that large areas have been 
felled or lost through neglect. There 
are no production figures available for 
coconuts. 

Net imports of copra and net exports: 
of coconut oil are shown for the post- 
war years: 
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Coconut of agricultural products, as in the pre- 
Year Copra—net oil— net paration or processing of latex, rice 
imports exports polishing, extraction of coconut and 
Tons Tons palm oil, canning of pineapples, and 
1Q4G" . Soe ie. sets 34,213 8.008 manufacturing of tapioca and sago, and 
1927; Ae ee 45,439 41.112 the smelting of tin are the chief manu- 
TOAS Re. ie eee 28.624 45.244 facturing industries. There are also 
? 3 : many small handicraft workshops and, 
Palm Oil and Kernels:—The total jn Singapore, a variety of small fac- 


area under oil palms in 1948 was 78,405 
acres, almost entirely on large estates. 
At the end of the year 33 estates, with 
a planted area of 70,828 acres, were in 
production out of a total of 46 estates. 
With the remunerative prices that pre- 
vailed, rehabilitation was completed on 
many of the estates. While there has 
been substantial improvement in the 
postwar years, prewar levels had not 
been reached in 1948, with production 
totals of 45,257 and 8,471 tons for palm 
oil and palm kernels, respectively, as 
against 57,373 and 10,172 tons in 1939. 

Imports of palm oil before the war 
were negligible. In 1947 and 1948, 
however, 2,006 tons and 1,552 tons, 
respectively, were imported from Indo- 
nesia. Exports of palm oil went mostly 
to the United Kingdom. All palm oil 
produced at the present time is sold to 
the Ministry of Food in London, which 
has made long-term contracts _ (until 
1950) with all of the large estates in 
the country at prices subject to annual 
change. At the end.of 1948 the pre- 
vailing price was S$703 per ton f.o.b. 

The favourable prices for palm oil 
received by the producers are clear by 
comparing the average declared export 
value per ton of S$99 in 1939 against 
S$666.87 in 1948. While exports of 
palm oil in 1947 were about one-quarter 
less in quantity than in 1939, their 
value was almost fourfold. In quantity, 
exports had increased by some 8 per- 
cent in 1948 over 1947, but in value the 
increase was almost 50 percent. In 1939 
the United Kingdom took 53 percent of 
Malaya’s palm oil exports, with another 
40 percent going to Canada. In 1947 
and 1948, the United Kingdom received 
98 and 96 percent, respectively. 

On September 15, 1948, palm oil and 
kernels were released from control, 
together with coconut oil and copra. 
Because of the long-term contracts 
made with the Ministry of Food, how- 
ever, this had no effect on the sale of 
palm oil. An expansion of the oil palm 
industry within the next 5 years as a 
contribution to the world shortages of 
oils and fats is highly probable. 

Pineapples:—At the end of 1948 
about 15,000 acres were planted to 
pineapples, compared with the prewar 
total of about 60,000 acres, consisting 
largely of “catch crop” on rubber 
estates. However, 5,000 acres were in 
bearing, compared with only 3,000 acres 
at the time of the reoccupation. During 
the years 1935-37, Malaya held second 
position in world production of canned 
Pineapple, supplying 27 percent as 
against Hawaii’s 64 percent. Since 
early 1947 the Government has spon- 
sored measures to revive this industry. 


MANUFACTURING 


Malaya has no large-scale manufac- 
turing industries, but many secondary 
industries. These have played a minor 
role in the economy. The processing 


tories. Many of these, such as distil- 
leries and shoe factories, rely entirely 
on imported raw materials. Toward 
the end of 1947 slightly over 34,000 
labourers were employed in manutac- 
turing in Singapore, of which almost 
9,000 were in metal industries. 

The postwar era has seen a consider- 
able growth in industrial activity, 
owing in part to the prevalence of a 
seller’s market and in part to the 
attraction of capital by political stabil- 
ity and anticipated economic prosperity 
of the country. Furthermore, because 
of greatly increased freight rates since 
the reoccupation and the absence of 
competition from Japan, local indus- 
tries have become more competitive in 
the Malayan market. The local gov- 
ernments have tended to encourage the 
establishment of secondary industries 
in the hope of expanding and develop- 
ing a prosperous export trade. 

When all available electric power 
plants have been rehabilitated, the 
effective generating capacity will be 
107,000 kilowatts, capable of an output 
of only 76 percent of the 1941 level. 
The yearly increase in the consumption 
of electricity is at the rate of 35,000,000 
kilowatt-hours per annum. This short- 
age of electrical power is retarding in- 
dustrial recovery, mainly tin mining. 
The Electricity Department, Federation 
of Malaya, does not expect to be able 
to meet the present and projected de- 
mand for another 3 years. 


MINING . 

Tin is Malaya’s second major indus- 
try and by far the most important in 
mining. Before the war, Malaya was 
the world’s largest producer of tin ore, 
accounting for about a third of world 
output. Postwar recovery in mining, 
especially tin, has been retarded by the 
high cost of labour, fuel, and equip- 
ment, by the rice shortage, by political 
disorder, and by labour unrest. Econo- 
mic difficulties in the United Kingdom 
help up the supply of essential heavy 
equipment, and, terrorist activity still 
represents a serious‘ threat. Since the 
liberation of Malaya, considerable 
financial assistance in the form of cash 
loans and advances against compensa- 
tion claims have been granted to both 
the European and Chinese mining in- 
terests from various Government 
sources. Out of a total sum of £8,250,- 
000 approved for the rehabilitation of 
the tin industry, loans totaling £4,400,- 
000 had been made by the end of 1947. 

In 1948, Malaya regained first place 
in world production of tin ore, which 
had been held by Bolivia in 1947. Out- 
put, however, is still considerably 
below the prewar annual average of 
60,000 tons. At the end of 1948, the 
labour force in tin mining numbered 
46,858, compared with 177,712 in 1941. 
Machinery used in the mining opera- 
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tions consumed energy amounting to 
244,746 horsepower, compared with 
330,350 in 1941. Although rehabilita- 
tion in 1948 was slower than in 1947, 
terrorism failed to prevent increased 
production. 

With a smelter capacity of more than 
130,000 tons a year, Malaya was the 
world’s principal producer of tin metal 
before the war, a position which was 
lost to the United States in 1946 and 
1947, but regained in 1948. 


Destinations of tin metal exports 

from Malaya in 1947 and 1948. 
(In long tons) 

Country of destination 1947 1948 

Totalio aguas soteotens 5 32,072 47,215 
United Kingdom ..... “335155 
United States ........ 17,500 29,497 
EUrOpe) diss saab sieeve 6,750 7,273 
Other British countries 17,449 9,757 
Other countries ....... 38 533 


These figures invite comparison with 
prewar tin metal exports, which each 
year exceeded 60,000 tons, reaching a 
peak of almost 131,000 tons in 1940. 

The postwar price of tin metal ex- 
Malaya smelters was raised progres- 
sively after the war, being quoted at 
£544 per ton in June 1948 compared 
with average monthly prices in 1941 of 
less than £270 per ton. 

Ores formerly shipped to smelters at 
Singapore and Penang from neighbour- 
ing sources, for processing into metal, 
are now diverted elsewhere, with some 
being shipped direct to the United 
States to be smelted at the: Govern- 
ment’s Texas City plant. In 1936 and 
each prewar year thereafter, ores with 
tin content of more than 20,000 tons 
were imported into Malaya. Compara- 
tive imports in the postwar years, in 
tons of tin content, were 490, 3,326, and 
3,517 for the years 1946, 1947, and 1948, 
respectively. Most of these imports 
came from Burma and Siam. Of the 
3,517 tons of tin in ore which were im- 
ported in 1948, Burma supplied 1,811 
tons and Siam, 1,681 tons. Only a 
negligible quantity of tin ore leaves 
Malaya in its primary state. The Bri- 
tish Ministry of Supply was the sole 
buyer of tin ore after the war until the 
end of 1946, at which time purchases 
were resumed by the smelting com- 
panies. The Ministry of Supply has 
continued, however, as the sole pur- 
chaser of tin metal, exports of which 
are made in accordance with the allo- 
cations of the international Combined 
Tin Committee. 

Production of coal is fulfilling local 
demands, but owing to its low calorific 
content it is not exportable. Coal out- 
put amounted to 375,460 tons in 1948, 
compared with 226,301 tons in 1947, and 
a prewar annual average of more than 
500,000 tons. Whereas electrical power 
needed for the dredges in the tin mines 
has been dependent on coal supplies, 
greater reliance in the future will be 
placed on hydroelectric plants and 
Diesel oil. Coal will accordingly lose 
its position as the main source of power 
in Malaya. Malayan railroads are re- 
quired by law, however, to use locally 
produced coal. As railroad communi- 
cations are developed, the demand for 
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coal by Malayan railroads may be ex- 
pected to increase. 

Before the Japanese occupation, Mal- 
aya produced other minerals and 
metals in addition to those previously 
mentioned. These included gold, 
ilmenite, kaolin, bauxite, iron, man- 
ganese, and tungsten ores. From the 
liberation until the end of 1947, mining 
of bauxite was nonexistent. During 
1948 Canadian, British, and Australian 
aluminum companies became engaged 
actively in prospecting for bauxite in 
the Federation. Substantial deposits of 
high-grade bauxite have been located 
in southeast Johore. The production 
of tungsten and iron ore has been 
negligible. Development plans for the 
only extensive working deposit of iron 
ore situated in Trengganu provide for 
production of 600,000 tons in 1949, 
Substantial recovery has been achieved 
in the production of kaolin and 
ilmenite. In 1948, production of ilmenite 
as a_ byproduct of tin amounted to 
12,705 tons. There has been a partial 
revival of the gold industry. Gold pro- 
duction, which amounted to 5,312 fine 
ounces in 1947, rose steadily during 
1948 from 546 ounces in January to 
1,402 ounces in December. 


TRANSPORTATION 


In 1948, the volume of cargo handled 
over the wharves of Singapore was the 
highest on record of any peacetime 
year. Without including fuel oil, im- 
ports totaled 1,522,358 tons, while 
exports totaled 1,239,058 tons. The 
number of vessels handled, excluding 
harbour craft and lighters, was 2,303, 
with a total net registered tonnage of 
6,078,985. Rehabilitation work planned 
for the year was completed in full, in- 
cluding a program for reconstruction 
of transit sheds, quay surfaces, and 
roads and railway tracks damaged or 
destroyed during the war. 

The Malayan Railway forms a vital 
part of the communicattions of the 


‘country and is owned by the Govern- 


ment of the Federation. By 1948 con- 
siderable progress in reconstruction had 
already been made. In 1941 the length 
of the line was 1,067 miles. Progress in 
reestablishing railways in shown by 
the corresponding mileage of 792 in 
1946, 810 in 1947, and 860 in 1948. 
Passenger train-miles in 1948 amount- 
ed to 1,194,000 compared with 3,276,000 
in 1940. In 194§8,. railways carried 
668,000 tons of imorts from the two 
ports served— Port Swettenham, and 
Prai; the corresponding tonnages in 
1946 and 1947 were 510,000 and 524,000, 
respectively. sExports carried to these 
ports, in 1948, amounted to 407,000 
tons, which compares with 244,000 tons 
in 1946 and 404,000 tons in 1947. 
Singapore was chosen in 1948, by the 
International Air Transport Association, 
as one of the three main air centres in 
the world. Malayan Airways, which 
began operating in May 1947, now links 
the Federation with Indonesia and 
Indochina, and operates frequent ser- 
vices to and from Singapore. The 
number of arrivals and departures of 
aircraft through the Kallang Civil Air- 
ort was 2,623 in 1948 as compared 
ith 1,738 in 1947, Passenger numbers 


for 1948 and 1947 were as follows (1947 
numbers in parenthesis): embarking, 
28,345 (13,252); disembarking, 28,354 
(13,186); and stopping transit, 6,945 
(14,443). Mail landed in Singapore for 
the vear totaled 287,732 pounds, com- 
pared with 248,399 pounds in 1947; mail 
aespatched in 1948 was 299,117 pounds, 
compared with 223,715 pounds for the 
preceding year. Freight landed amoun# 
ed to 524,141 pounds in 1948 and 479,437 
pounds in 1947; and freight despatched 
in 1948 totaled 947,427 pounds, com- 
pared with the preceding year’s 553,317 
pounds, 


PUBLIC FINANCE 


’ Postwar public finance in Malaya is 

featured by large budgetary deficits, 
The factors primarily responsible for 
this condition are the necessity of 
financial assistance toward economic 
rehabilitation and the great expense 
involved in suppressing terrorism. After 
considerable opposition, income tax 
legislation was introduced in the early 
part of 1948, covering both personal 
and business incomes. The 1948 deficit 
of the Federation of Malaya is estimat- 
ed at S$113,100,000 (revenues, S$$272,- 
100,000 and expenditures S$385,200,000) 
and of Singapore at S$25,200,000 (re- 
venues $$67,200,000 and expenditures 
S$92,400,000). In both areas, revenues 
fell partly because of the extremely 
disappointing results of the first year 
of income tax collection. On the other 
hand, the expense of combating insur- 
rection represented a severe strain on 
the budget, especially that of the Fede- 
ration. The emergency required 
S$18,500,000 and was _ expected to 
account for more than S$90,000,000 in 
1949. Although an increase in customs 
duties became necessary on cigarettes, 
tobacco, tires and tubes, matches, and 
tea, revenues fell short of requirements 
to cover the increased deficit. 


Early in 1949, grants by the United 
Kingdom of £6,000,000 to the Federa- 
tion were announced, of which £1,000,- 
000 were for the extra expenditure 
incurred in connection with the Im- 
perial Forces in Malaya in 1948 and 
1949. Legislation was enacted for the 
flotation of a S$100,000,000 loan during 
1949 for rehabilitation expenditures, 
mainly for railway, drainage, and irri- 
gation projects and other public works. 
A Malayan War Damage Compensation 
Scheme had not been finalized by the 
end of 1948 mainly because of contro- 
versy over the British offer to contri- 
bute £10,000,000. In May 1949, the 
British Government announced that its 
free grant for this purpose would be 
raised to £20,000,000. The total of 
direct, free gifts made or offered by the 
British Government to Malaya since 
the war amounted to over £31,000,000, 
with an additional contribution of 
£7,000,000 to cover the net cost of the 
military administration in Malaya prior 
to the restoration of civil government 
in April 1948. 


FOREIGN TRADE 

Malaya’s foreign trade reached an 
all-time high in 1948 in terms of value, 
having exceeded the 1947 level by 33 
percent. However, the trade position 


525 


has not yet been fully restored to its 
prewar status, for whereas Malayan 
export surpluses of not less than 
$$22,000,000 had been a dominant fea- 
ture since 1932, a visible trade deficit 
has been characteristic of the postwar 
period. 

Total imports and exports (including 
re-exports) and the trade balances of 
mrercherdies trade in 1939, 1947, and 


(In thousands of Straits dollars) 


Export 

Year Imports Exports balance 
1939 . 620,619 736,480 115,861 
1947 . 1,867,453 1,294,878 —-72,575 
1948 . 1,785,759 1,724,162 -61,597 


Malaya’s trade is increasing relative- 
ly both with the United Kingdom and 
the British Commonwealth. Of total 
Malayan imports in 1937, the peak 
year, 33 percent came from within the 
British Commonwealth; the correspond- 
ing percentage was 44 percent in both 
1947 and 1948. In 19387, less than 25 
percent of Malaya’s exports went to 
countries within the Commonwealth; in 
1947 the proportion was almost 36 per- 
cent, and in 1948 almost 33 percent. 

Rigid trade and exchange controls 
are in force. Licenses are required for 
all imports, but an open general license 
for the importation of rubber from all 
sources was issued on May 1, 1947. Re- 
garding trade with the hard-currency 
area, licenses are issued only in those: 
cases where the commodity in question 
is deemed by the control authorities to. 
to be essential to the welfare and re-. 
habilitation of the country and is 
unavailable, or not available in suffi- 
cient quantities, from the sterling area. 
or other soft-currency sources. The 
list of United States products for which 
import licenses will be issued has been 
progressively reduced as essential arti- 
cles have become increasingly available 
from the steling area and other soft- 
currency sources. 

As regards export control commodi- 
ties under international agreement or 
under regulation by the United King- 
dom Ministry of Food may not be 
exported except under quota control or 
if they are transshipments. The export 
of the most essential rehabilitation sup- 
plies is prohibited and certain other 
exports are restricted.” 

Rubber was removed from export 
control early in 1947, and at the same 
time, the former export duty of 2% 
cents per pound was replaced by one 
of 5 percent ad valorem, plus an extra 
one-fourth of a cent per pound basic 
duty, which was a levy (“cess”) for 
research purposes. At about the same 
time, free export of tapioca and sago 
products was instituted. 

-Following the Geneva Trade Agree- 
ment, concluded in, October 1947, the 
discriminatory export duty of S$30 per 
picul (=133-1/3 pounds) on tin ore 
was abolished in July 1948. This had 
applied to all tin ore exports to smel- 
ters quser than in the United Kingdom 
and Australia. 

In September 1948, a free market 
for Malayan oils and oil seeds was an- 
nounced. The position of palm oil was 
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not necessarily affected, since producers 
were still under contract to sell their 
‘output to the Ministry of Food until 
the end of 1950. 

No export duties apply for shipments 
to British Empire destinations. 


ECONOMIC DEVELOPMENT 


Under the Colonial Development and 
Welfare Act of 1945, effective April 1, 
1946, £5,000,000 were made available 
to Malaya to be used for economic 
development, based upon plans to be 
submitted for review and approval by 
the United Kingdom Secretary of State 
for the Colonies. Plans for the Federa- 
tion of Malaya and for Singapore were 
drawn up at the end of 1948. For the 
Federation, the plans envisaged in- 
creasing electric power capacity by 50 
percent, the development of drainage 
and irrigation projects, research and 
other assistance to rubber planters, and 
diversification of the economy. The 
most important direction in which the 
Government is seeking to diversify the 
economy is in the expansion of rice 
production. The target is to increase 
the present area of 880,000 acres to 
1,500,000 acres; extensive experiments 
are being undertaken in mechanical 
cultivation. Other projects involve ex- 
pansion of timber extraction and of 
the fishing industry. The pineapple 
and palm oil industries are being re- 
habilitated and improved. The possibil- 
ities of growing cocoa have been 
investigated by experts; eventually 
Malaya may produce up to 100,000 tons 
a year. 

The development of manufacturing 
industries in the Federation is being 
promoted by generous income tax 
allowances for depreciation, and by a 
moderate tariff, intended primarily for 
revenue, on most manufactured pro- 
ducts. The Government own public 
utilities and some factories, especially 
rice mills, but in general the develop- 
ment of manufacturing will continue 
to be left to private enterprise, which 
has already set up a wide range of 
light industries and is, at present, con- 
structing or planning a number of new 
factories. 

Singapore requires the expansion of 
its manufacturing industries in order to 
provide employment for its growing 
population. Although no tariff protec- 
tion can be given to domestic production 
—hbecause of the city’s free-port status 
—the producer has an advantage since 
machinery and materials enter free of 
duty. The investment of capital, 
whether foreign or domestic, is en- 
couraged by the absence of any dis- 
crimination, and by the _ generous 
allowances for depreciation in the new 
income tax law. The Government of 
Singapore is prepared to sponsor ap- 
plications to the British Colonial 
Development Corporation for assistance 
in establishing new manufacturing in- 
dustries. 


Most of the plans of the Singapore 
Government for capital expenditure 
during the next few years relate to the 
expansion of health and education ser- 
vices, to the provision of large water 
supplies, and to a large expansion of 
housing. 
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Reports from Malaya 


Rubber 

During August ocean shipments of 
rubber (including latex, concentrated 
latex & revertex) from Singapore and 
the Federation of Malaya amounted to 
78,798 long tons, of which 40,091 was 
shipped from Singapore and 38,707 from 
the Federation ports,—17,687 tons from 
Penang, 18,870 from Port Swettenham 
and 2,150 from Malacca; of these ship- 
ments 37,657 tons was of sheet & crepe. 
For the period January/August a total 
of 601,394 tons was shipped, or 323,043 
t. from Singapore and 278,351 t. from 
the Federation. The tonnage for August 
of 78,798 shows an increase of 7.4% 
over the figure for July (73,317 t.) and 
of 35.9% over that for June (57,975 t.) 
though below the tonnage for January 
and February; it is also below the 
monthly average for the first eight 
months of 1948 of 81,130 t. but above 
that for the same period of 1947 of 
75,850 t. 

The principal countries to which 
these shipments were directed were: 
United Kingdom 18,512 t. (January/ 
August 109,190 t.), USA 13,205 t. 


(164,908 t.), Russia 8611 t. (53,802 t.),° 


France 5456 t. (42,906 t.), Hongkong 
4815 t. (12,000 t.), Netherlands 4658 t. 
(28,181 t.), Canada 2687 t. (20,228 t.), 
Germany 2682 t. (38,730 t.), S. Africa 
2631 t. (13,842 t.), Italy 2110 t. (18,977 
t.), Japan 1983 t. (15,398 t.), China 
1651 t. (5678 t.), Australia 1506 t. 
(14,229 t.), Sweden 1241 t. (11,024 t.), 
Poland 1190 t. (4739 t.), Czechoslovakia 
1186 t. (4439 t.), Denmark 930 t. (3824 
t.), Belgium 719 t. (6766 t.) 

Imports of rubber into Malaya dur- 
ing August totalled 18,477 t., or 17,371 
t. into Singapore and 1106 t. into the 
Federation. For the period January/ 
August the cumulative amount was 
146,175 t., or 121,068 t. into Singapore 
and 25,107 t. into the Federation; the 
main countries of origin for these im- 
portations were: Sumatra 10,949 t. 
(75,175 t.), Sarawak 2587 t. (21,471 t.), 
N. Borneo 1269 t. (8662 t.), Banka & 
Billiton 855 t. (3176 t.), Rhiow 645 t. 
(4902 t.), Thailand 610 t. (13,737 t.), 
Dutch Borneo 590 t. (8625 t.), Java 297 
t. (1948 t.), French Indochina 333 t. 
(1864 t.), Brunei 138 t. (977 t.), Burma 
138 t. (5015 t.) 

Tin 

Exports abroad of tin metal (prim- 
ary) during the month of August 
from the Federation of Malaya and 
Singapore (excluding movements be- 
tween these territories) amounted to 
5294 long tons. of which 5000 tons 
went to the USA, 149 t. to British 
Possessions, 135 t. to the Continent of 
Europe and 10 t. to other countries. 
The total quantity shipped during the 
period January/August was 35,942 t. 
The August figure of 5294 t. is 14% 
over ‘the July total of 4617 t. and 23.1% 
over that for June of 2891 t. The 
cumulative Jan./August total of 35,942 
t. is 13% over that for 1948 (31,709 t.) 
but 59.5% below 1941 Jan./August 
(88,889 t.) and 15.7% below the same 
period in 1939 (42,644 t.) 

Foreign imports of tin ore into the 
Federation and Singapore during 


August amounted to 786 long tons 
with an estimated tin metal content of 
576 t.; 577 t. came from Thailand with 
an estimated metal content of 424 t., 
154 t. came from Burma (est. 111 t.), 
and 55 t. were from Indonesia (est. 41 
t.),—the estimated metal content of ore 
is calculated as follows: Indonesia 
74.54%, Thailand 73.5%, Burma 72%, 
French Indochina 55.3%, other coun- 
tries 68.8%. The cumulative figures 
of imports for the Jan./August period 
are 5585 t. of tin ore with an estimated 
metal content of 4063 t., or 89.3% and 
90.3% respectively above the figures 
for the same period in 1948 of 2950 t. 
and 2135 t. 

Tin-in-ore despatched from _ the 
mainland of the Federation to Singa- 
pore and Penang during August totalled 
4944 t., or a cumulative total of 36,094 
t. for the first eight months of the year; 
detailed figures are: Perak 2930 t. 
(Jan./Aug. 22,167 t.), Selangor 1575 t. 
(10,230: t:), “Pahang 171 t. (261 1.); 
Negri Sembilan 97 t. (822 t.), Johore 
68 t. (556 t.), Kedah 44 t. (307 t.), 
Perlis 29 t. (438 t.), Trengganu 17 t. 
(204 t.), Malacca 13 t. (107 t.), Kelan- 
tan none (2 t.). The metal content is 
calculated at 75%. The cumulative 
figure of 36,094 t. is 23.6% above that 
for the same period in 1948 29,183 t. 
and 147.7% over the 1947 figure of 
14,571 t. 


Population of Malaya 

According to figures supplied by the 
Registrar of Malayan Statistics the 
population of Malaya as on June 30 
this year was estimated at 6,034,840 
made up of 5,051,579 in the Federation 
and 983,261 in Singapore. These es- 
timates were arrived at by adding the 
migrational surplus and excess. of 
births over deaths to the population 
figures given in the 1947 census. The 
total includes 2,711,779 Chinese, 2,609,- 
263 Malays, 627,455 Indians, 20,938 
Europeans, 20,120 Eurasians, and 45,285 
other nationalities. 

The population of Singapore is made 
up of 760,648 Chinese, 122,378 Malays, 
73,589 Indians, 10,377 Europeans, 9,608 
Eurasians and 6,661 others. In the 
Federation there are 2,486,885 Malays, 
1,951,131 Chinese, 553,866 Indians, 
10,561 Europeans, 10,512 Eurasians and 
38,624 others. State and Settlement 
populations are: Perak 980,571, Johore 
770,986, Selangor 737,395, Kedah 574,- 
394, Penang 461,259, Kelantan 450,454, 
Negri Sembilan 278,740, Malacca 249,- 
939, Pehang 245,633, Trengganu 229,148 
and Perlis 73,050. 


Harbour & Docks 

Singapore’s Harbour Board has an- 
nounced that Singapore docks are again 
capable of handling as much cargo as 
before the war, that is an average of 
250,000 tons a month. All this has 
been achieved, without any compensa- 
tion being paid for war damage, at a 
cost of £1,180,000. Plans are also 
being drawn up for a new dry dock 
which will require some £500,000 to 
construct. Other projects are being 
considered amongst which is a new dry 
berthing space designed to take as 
many as 14 sea going ships. 
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Constitution of the Federation of Malaya 


Government today is a complicated 
machine: it has three Branches. The 
Legislature which makes the laws; the 
Executive which carries out the laws 
and the Judiciary which interprets the 
laws. The constitution of the Federa- 
tion of Malaya is contained in the 
Federation of Malaya Agreement. It is 
in many ways unique as it was framed 
to meet the special conditions in Malaya 
and at the same time to bring members 
of the public, outside the Government 
Service, not only into consultation with 
the Government but also into participa- 
tion in it. In that it establishes a High 
Commissioner, an Executive Council 
and a Legislative Council it follows the 
“usual form of government in territories 
under the wing of the Colonial Office. 
But as it is a Federation of nine Malay 
States and two British Settlements, in 
itself a novel experiment, certain dif- 
ferences from the normal, pattern of 
Government immediately arise. 


The whole field of Administration is 
divided into two parts, that which falls 
within the authority of the Federal or 
Central Government and the remainder, 
which falls within the authority of State 
and Settlement Governments. Execu- 
tive powers in matters of Defence and 
External Affairs, of Finance so far as it 
affects the Federation as a whole, of 
Public Order and Security, of Civil and 
Criminal Law and Courts, of Commerce 
and Communications, lie with the 
Federal Government; while on the other 
hand, matters of Local Administration, 
Health, Education, Agriculture, Lands 
are reserved for State and Settlement 
Governments. The Federal Legislative 
‘Council has powers to legislate on: such 
matters but only in so far as that is 
necessary to ensure common policy and 
-a common form of administration. 

The executive powers of the Federal 
Government are in the hands of the 
High Commissioner who acts directly or 
through officers subordinate to him, by 
delegation. No single person could 

~ himself perform all the functions of the 
Federal Government so that in practice 
‘the High Commissioner gives direction 
“on policy for the guidance of the offi- 
cers of the Federal Government and 
only in matters of importance does he 
deal with particular cases which require 
his decision. The machinery through 
-vhich the High Commissioner exercises 
his executive authority is the Federal 
Secretariat. This work is divided into 
four main branches, in charge of which 
are the Financial Secretary, the Deputy 
Chief Secretary, the Economic Secretary 
and the Secretary for Defence, all of 
whom are empowered to make decisions 
or refer either direct to the High Com- 
missioner or the Chief Secretary for de- 
cisions when necessary. 

In the exercise of his executive au- 
thority the High Commissioner has the 
Executive Council to which he refers 
questions for advice. The questions 
which have to be referred to Executive 
Council are prepared by briefs in the 
Secretariat stating the details of the 
question under reference and the point 
on which advice is required. These 
briefs go out to members beforehand in 


order to give them as much time as 
possible before the meeting. Before tak- 
ing his seat an Executive Councillor has 
to take an oath which requires him 
freely to give his counsel and advice for 
the good management of the public 
affairs of the Federation and binds him 
to secrecy. Discussions in Council are 
free and open and afford the High 
Commissioner the opportunity of re- 
ceiving a full and frank expression of 
views within the:four walls of the 
Council Chamber. The membership of 
Executive Council always includes the 
Chief Secretary, the Attorney General 
and the Financial Secretary who to- 
gether with the Economic Secretary 
who is usually a member, can explain 
the various matters under discussion as 
one of them has approved the brief be- 
fore it is issued. In addition there are 
three other official members, who at 
present are the General Officer Com- 
manding, the Resident Commissioner, 
Penang, and the Commissioner for La- 
bour. There are seven unofficial mem- 
bers. Council meets about once in three 
weeks and meeting may take anything 
up to three hours. The Clerk of Execu- 
tive Council is responsible for the 
distribution of papers to members, the 
preparation of minutes and the sum- 
moning to Council of any officer who 
may be prepared to assist Council in 
its deliberations. 


Apart from the various matters which 
require reference to Executive Council 
by law, the High Commissioner may, 
and does, refer to it any matter on 
which he wants advice before making a 
decision. Executive Council is a very 
influential body and, although it has not 
the final responsibility since the High 
Commissioner may act in opposition to 
its advice, it is a most valuable machine 
for scrutinising and criticising questions 
of policy before these are made public. 
It is, moreover, not generally known 
that if the High Commissioner acts in 
opposition to the advice of his Execu- 
tive Council he is bound to report the 
circumstances to the Secretary of State. 

The Federal Legislative Council is 
probably the best known part of the 
Federal machinery as all its delibera- 
tions are held in public and its decisions 
are, except under certain circumstances, 
binding on the Federal Government. 

Another body set up by the Federa- 
tion Agreement is the Conference of 
Rulers. In this Conference the nine 
Rulers, accompanied by their Malay 
Advisers, meet under the presidency of 
one of their number. The value of the 
Conference arises from the opportunity 
it gives the High Commissioner of meet- 
ing the Rulers themselves and discuss- 
ing all matters of importance to the 
Malay States and questions of common 
interest. The agenda for meetings at 
which the High Commissioners is pre- 
sent is prepared by the Secretary of the 
Conference and papers are circulated 
before hand on the items for discussion. 

The fact that the Malayan Govern- 
ment is a Federal one requires constant 
consultation. with the various component 
parts. The difference between a union 
and federation is that under union the 


component parts derive their authority 
from the centre, whereas under federa- 
tion the authority of the centre is given 
to it by the units comprising the 
Federation. It is wrong to regard the 
Federal Government as a separately 
constituted authority; it is not. It is 
the agent of the State and Settlement 
Governments for certain prescribed 
functions. This question of maintaining 
close touch with these Governments is 
therefore most important. 


